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INSPECTOR  GENERAL 

DEPARTMENT  OF  DEFENSE 
400  ARMY  NAVY  DRIVE 
ARLINGTON.  VIRGINIA  22202-2864 


April  3,  1992 


MEMORANDUM  FOR  UNDER  SECRETARY  OF  DEFENSE  FOR  ACQUISITION 
DIRECTOR,  DEFENSE  RESEARCH  AND  ENGINEERING 
DIRECTOR  OF  DEFENSE  PROCUREMENT 
ASSISTANT  SECRETARY  OF  THE  DEFENSE  (COMMAND, 
CONTROL,  COMMUNICATIONS  and  INTELLIGENCE) 
COMPTROLLER  OF  THE  DEPARTMENT  OF  DEFENSE 
ASSISTANT  SECRETARY  OF  THE  ARMY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OF  THE  NAVY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OF  THE  AIR  FORCE 
(FINANCIAL  MANAGEMENT  AND  COMPTROLLER) 

DIRECTOR,  DEFENSE  LOGISTICS  AGENCY 

SUBJECT:  Final  Quick-Reaction  Report  on  DoD  Procurements  Through 

the  Tennessee  Valley  Authority  (Report  No.  92-069) 


introduction 

During  FY  1991,  the  Office  of  the  Director,  Defense  Research 
and  Engineering;  the  Army,  Navy,  and  Air  Force;  and  Defense 
Logistics  Agency  (DLA)  activities  issued  306  interagency  orders 
valued  at  about  $149  million  to  the  Tennessee  Valley  Authority 
(TVA)  to  procure  support  services  and  various  equipment  items. 
Of  the  $149  million,  160  orders  valued  at  $95.7  million  were 
issued  to  TVA  in  August  and  September  1991  with  expiring  funds 
(Appendix  A).  On  September  17,  1991,  we  met  with  representatives 
of  the  Inspector  General,  TVA,  to  discuss  potential  problems  with 
DoD  procurements  through  the  TVA.  On  October  11,  1991,  we 
announced  a  cooperative  audit  with  the  Inspector  General,  TVA,  to 
evaluate  the  DoD  use  of  interagency  orders  to  obtain  contracting 
support  from  the  TVA. 

Authorization  of  Orders.  DoD  officials,  who  lacked 
authority  under  the  FAR  and  DFARS  to  approve  interagency 
acquisitions,  improperly  authorized  147  interagency  orders  to 
transfer  $84.8  million  of  expiring  funds  during  August  and 
September  1991  to  TVA  to  achieve  technical  obligation  of  those 
funds.  The  interagency  orders  to  TVA  involved  "contract 
offloading"  or  using  TVA  contracting  capabilities  rather  than  the 
DoD  contracting  system.  DoD  is  paying  TVA  a  brokerage  fee  ranging 
from  5  to  10  percent  of  the  total  value  of  each  order  to  perform 
contracting  functions  that  DoD  should  perform.  In  addition, 
internal  control  procedures  and  practices  at  the  DoD  activities 
involved  were  not  adequate  to  ensure  that  contracting  officers 
approved  interagency  orders  as  required  by  the  Federal 
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Acquisition  Regulation  (FAR)  and  Defense  Federal  Acquisition 
Regulation  Supplement  ( DFARS ) ,  or  to  preclude  the  transfer  of 
funds  to  the  TVA  on  orders  that  were  not  properly  authorized. 
This  report  addresses  only  those  orders  with  funds  issued  to  TVA 
in  August  and  September  1991.  A  subsequent  report  will  address 
the  overall  management  of  the  interagency  agreement  program  with 
TVA  and  funding  received  by  the  TVA  from  DoD  activities  before 
August  1,  1991.  We  are  also  performing  similar  audits  with  the 
Inspectors  General  of  the  Department  of  Energy  and  the  National 
Aeronautical  and  Space  Administration. 

Corrective  OSD  Actions.  We  received  excellent  cooperation 
from  the  Comptroller  of  the  Department  of  Defense,  who  insisted 
that  the  TVA  cease  contracting  actions  on  questionable  orders.  On 
October  24,  1991,  the  Inspector  General,  DoD,  sent  the 
Comptroller  a  memorandum  requesting  that  he  authorize  TVA  to 
suspend  contract  awards  for  30  days  for  those  DoD  orders  received 
during  September  1991.  On  November  12,  1991,  in  a  letter  to  the 
President,  Resources  Group,  TVA,  the  Comptroller  requested  that 
TVA  suspend  actions  that  would  further  obligate  DoD  funds  on 
interagency  orders  received  during  September  1991.  On 
November  13,  1991,  the  Comptroller  issued  a  memorandum  to  inform 
the  Military  Departments  and  Defense  agencies  that  he  had 
requested  TVA  to  temporarily  suspend  contracting  actions.  In  a 
letter  to  TVA  on  December  17,  1991,  the  Comptroller  requested 
that  TVA  refrain  from  further  contract  activity  on  the 
contracting  actions  until  additional  guidance  was  provided.  The 
complete  text  of  this  correspondence  is  contained  in  Appendix  B. 

On  October  25,  1991,  the  Under  Secretary  of  Defense  for 
Acquisition  issued  a  memorandum  to  the  Secretaries  of  the 
Military  Departments  and  Directors  of  the  Defense  agencies  to 
reinforce  DoD  policies  regarding  contract  offloading  and  to 
request  aggressive  actions  to  ensure  compliance  with  established 
policies  regarding  the  use  of  interagency  agreements 
(Appendix  C) .  The  memorandum  solicited  continued  support  from 
the  Military  Departments  and  DLA  in  minimizing  the  risk  of  orders 
for  interagency  acquisitions  being  placed  by  unauthorized  DoD 
program  officials. 

Army  Actions.  On  December  26,  1991,  the  Assistant  Secretary 
of  the  Army  (Research,  Development  and  Acquisition)  issued  a 
message  to  all  Army  legal  offices,  comptrollers,  resource 
managers,  and  finance  and  accounting  offices  concerning  Army 
activities'  continuation  of  improper  contract  offloading 
practices  and  possible  funding  violations,  and  stated  that  these 
practices  must  cease  immediately.  The  message  requested  that  all 
activities  that  sent  work  or  funds  to  TVA  in  fiscal  years  1990 
and  1991,  submit  a  detailed  report  including  justification  for 
the  need  to  procure  through  TVA  (Appendix  D) . 
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Objectives  and  Scope 

Inspector  General.  DoD.  The  objective  of  the  audit  was  to 
evaluate  the  use  of  interagency  agreements  and  orders  to  obtain 
contracting  support  from  the  TVA.  For  this  report,  we  determined 
whether  DoD  contracting  officers  reviewed  the  requirements  on  the 
interagency  orders  and  authorized  the  interagency  acquisitions  in 
accordance  with  the  FAR  and  DFARS.  We  also  examined  the 
interagency  orders  issued  to  TVA  in  August  and  September  1991  to 
determine  compliance  with  year-end  spending  restrictions.  We 
visited  the  TVA,  Knoxville,  Tennessee,  to  interview 
representatives  of  the  Technology  Brokering  Program  (TBP)  and 
General  Counsel,  TVA,  obtain  interagency  agreements,  ordering 
documents,  invoices,  and  correspondence  relating  to  DoD  orders  to 
the  TBP  and  TVA's  Work-For-Others  (WFO)  Program  at  Muscle  Shoals, 
Alabama,  during  FY  1991.  We  queried  DoD  activities  that  issued 
interagency  orders  to  TVA,  using  a  questionnaire.  We  examined 
186  orders  valued  at  $106.5  million  that  were  issued  to  TVA  by 
DoD  activities  during  August  or  September  1991  to  ensure 
compliance  with  year-end  spending  restrictions. 

This  report  is  based  on  work  performed  from  October  through 
December  1991.  The  audit  was  made  in  accordance  with  auditing 
standards  issued  by  the  Comptroller  General  of  the  United  States, 
as  implemented  by  the  Inspector  General,  DoD.  Accordingly,  we 
included  such  tests  of  internal  controls  as  were  considered 
necessary.  We  did  not  rely  on  computer-based  data  to  accomplish 
the  audit  objectives.  Activities  contacted  are  listed  at 
Appendix  E. 

Inspector  General.  TVA.  As  part  of  the  cooperative  audit 
between  DoD  and  TVA,  the  Inspector  General,  TVA  evaluated  the  TVA 
compliance  with  applicable  procurement  laws  and  regulations; 
achievement  of  the  Technology  Brokering  Program  objectives;  and 
procedures  used  by  DoD  to  obtain  contracting  support  from  the 
TVA.  The  review  was  conducted  from  October  through  December  1991. 
The  Inspector  General,  TVA: 

o  sampled  contractual  agreements  issued  by  TVA  during 
FY  1991  on  a  judgmental  basis,  to  determine  the  nature  of  the 
work  accepted  by  the  TBP, 

o  interviewed  TVA  contractors  (cooperators)  to 
determine  how  the  TBP  was  marketed  and  the  extent  of  the  contract 
administration  process  performed  by  TVA, 

o  performed  a  limited  review  of  the  internal  controls 
relating  to  the  contract  administration  process, 

o  reviewed  the  basis  for  the  brokerage  fee  charged  by 
TVA  to  administer  the  TBP,  and 

o  examined  the  use  of  interest  earned  on  monies  from 
funding  activities. 
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The  Inspector  General,  TVA  is  planning  to  issue  a  final 
audit  report  on  the  results  of  their  audit  of  the  TBP  in  April 
1992. 

Internal  Controls 


The  audit  identified  a  material  internal  control  weakness  as 
defined  by  Public  Law  97-255,  OMB  Circular  No.  A-123  and  DoD 
Directive  5010.38.  Internal  accounting  and  administrative 
controls  either  did  not  exist  or  were  inadequate  to  preclude 
unauthorized  issuance  of  interagency  orders  and  to  preclude 
payments  on  interagency  orders  that  were  not  approved  by  DoD 
contracting  officers.  DoD  program  officials  circumvented 
established  policy  and  exceeded  their  authority  by  not  obtaining 
required  approvals  from  DoD  contracting  officers  in  placing 
interagency  orders  with  TVA.  Additionally,  corrective  actions 
were  not  implemented  on  deficiencies  reported  in  prior  audit 
reports  of  interagency  acquisitions  through  the  Library  of 
Congress  and  the  Department  of  Energy.  We  attributed  these 
conditions  to  a  lack  of  management  emphasis  on  implementing 
control  procedures  by  the  Military  Departments.  Compliance  with 
the  FAR  and  DFARS  procedures  for  interagency  acquisitions  would 
probably  have  prevented  the  deficiencies  discussed  in  this 
report.  Contracting  officers  generally  have  the  skills  and 
requisite  training  necessary  to  determine  whether  another  Federal 
agency  can  provide  the  needed  supplies  and  services  more 
economically  and  efficiently  than  through  direct  DoD  contracting. 
In  the  DoD  FY  1991  annual  statement  of  assurance,  the  Army  and 
Navy  identified  the  inappropriate  offloading  of  contract 
requirements  as  a  material  weakness.  The  target  date  for 
correction  of  the  weakness  is  FY  1992.  The  Air  Force  stated  that 
it  corrected  a  material  weakness  in  contract  offloading 
identified  in  FY  1990  through  changes  to  policy  and  regulations. 
Implementation  of  the  report  recommendations  should  correct  the 
weaknesses.  A  copy  of  this  report  will  be  provided  to  the  senior 
internal  control  officials  in  OSD  and  the  Army,  Navy,  and  Air 
Force. 

Prior  Audit  Coverage 

During  the  last  3  years,  the  Inspector  General,  DoD  issued 
the  following  reports  on  contracting  through  interagency 
agreements  with  non-DoD  agencies. 

o  Report  No.  90-034,  "Contracting  Through  Interagency 
Agreements  with  the  Library  of  Congress,"  February  9,  1990 

o  Report  No.  90-085,  "DoD  Hotline  Allegation  of 
Irregularities  in  DoD  Contractual  Arrangements ,  with  the 
Department  of  Energy,"  June  19,  1990 

The  Inspector  General,  DoD  also  has  the  following  audits  in 
process. 
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o  Project  No.  1CH-0033,  "Allegations  of  Improprieties 
Involving  DoD  Acquisition  of  Services  Through  the  Department  of 
Energy , "  which  is  a  cooperative  audit  with  the  Inspector  General, 
Department  of  Energy. 

o  Project  No.  1CA-8004,  "DoD  Procurements  Through  the 
Jet  Propulsion  Laboratory,"  which  is  a  cooperative  audit  with 
the  Inspector  General,  National  Aeronautics  and  Space 
Administration . 

Background 

Interagency  Acquisitions.  The  Economy  Act  of  1932,  U.S.C., 
title  31,  section  1535,  provides  the  authority  and  conditions  for 
interagency  acquisition  of  goods  and  services.  The  Act 
authorizes  the  head  of  an  agency  or  major  organizational  unit 
within  an  agency  to  acquire  goods  or  services  from  another 
agency,  if  the  other  agency  is  in  a  position  to  provide  or  obtain 
by  contract  the  services  or  goods  ordered?  the  head  of  the  agency 
or  unit  determines  that  it  is  in  the  best  interest  of  the 
Government;  and  the  head  of  the  agency  determines  that  the 
services  cannot  be  obtained  as  conveniently  or  cheaply  from  a 
commercial  enterprise.  The  Act  further  defines  the  head  of  an 
agency  or  unit  as  the  Secretary  of  Defense  or  the  Secretary  of  a 
Military  Department.  The  FAR  Subpart  6.002,  "Competition 
Requirements,"  states  that  no  agency  shall  contract  for  supplies 
and  services  from  another  agency  for  the  purpose  of  avoiding  the 
requirements  of  competitive  contracting. 

The  FAR  Subpart  17.502,  "Interagency  Acquisitions  Under  the 
Economy  Act,"  requires  that  the  head  of  the  requesting  agency,  or 
designee,  make  a  determination  that  orders  placed  under  the  Act 
with  another  agency  are  in  the  best  interest  of  the  Government 
prior  to  placing  the  orders.  The  DFARS  217.502  (1988  edition) 
states  that  a  DoD  contracting  officer  is  the  designee  to  make  the 
determination  required  by  the  FAR.  The  purpose  of  the  FAR  and 
DFARS  requirements  are  to  ensure  that  the  expert  knowledge  of  DoD 
contracting  officers  is  fully  utilized  in  determining  that  it  is 
in  the  best  interest  of  DoD  to  obtain  required  supplies  or 
services  through  an  interagency  acquisition  rather  than  through 
direct  contracting  by  DoD. 

The  FAR  Subpart  17.504(b),  "Ordering  Procedures,"  states 
that  an  interagency  order  may  be  placed  on  any  form  or  document 
that  is  acceptable  to  both  agencies,  as  long  as  the  order 
includes  a  description  of  the  supplies  or  services  required, 
delivery  requirements,  a  funds  citation,  a  payment  provision,  and 
acquisition  authority  as  may  be  appropriate.  Two  documents  that 
are  used  to  place  interagency  orders  are  a  contract ' instrument , 
such  as  a  delivery  order  placed  on  a  DD  Form  1155,  "Order  for 
Supplies  and  Services,"  or  a  DD  Form  44  8,  "Military 
Interdepartmental  Purchase  Request  (MIPR) . "  The  contract 
instrument  is  signed  by  a  contracting  officer  and,  if  above 
$25,000,  will  be  identified  in  the  DD  350  Individual  Contract 
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Action  Reporting  System.  A  MIPR  is  a  purchase  request  authorized 
by  DFARS  208.7006  to  be  used  to  procure  items  assigned  to  another 
DoD  Component  or  the  General  Services  Administration  for 
integrated  materiel  management.  A  MIPR  may  also  be  used  to 
acquire  nonpersonal  services  in  accordance  with  single  department 
acquisition  assignments  or  agreements  between  departments  within 
DoD  as  provided  in  DFARS  2  08.7005.  A  MIPR  is  not  intended  to  be 
used  to  procure  supplies  or  services  from  other  agencies,  and 
there  is  no  requirement  for  purchases  using  MIPRS  to  be 
identified  in  the  DD  350  Individual  Contract  Action  Reporting 
System. 

TVA  Programs.  The  TVA  accepted  interagency  orders  from  DoD 
activities  under  two  programs:  the  TBP,  which  is  managed  at  TVA 
offices  in  Knoxville,  Tennessee,  and  the  WFO  Program,  which  is 
managed  by  the  TVA  National  Fertilizer  and  Environmental  Research 
Center  at  Muscle  Shoals,  Alabama.  For  performing  the  contracting 
function  and  administering  the  programs,  the  TBP  and  WFO  assessed 
DoD  activities  a  fee  ranging  from  5  to  10  percent  per  order 
depending  on  total  dollar  values  of  the  orders.  The  TVA 
established  the  TBP  in  1988  and  received  $500,000  in  interagency 
orders  from  DoD  activities  in  the  first  year.  Total  receipts  for 
the  TBP  increased  to  over  $40  million  in  FY  1991,  through  July, 
and  the  program  received  an  additional  $106.5  million  from  DoD 
activities  in  August  and  September  1991. 

Year-end  Spending.  The  subject  of  year-end  spending  was 
addressed  in  several  Office  of  Management  and  Budget  (OMB)  policy 
letters  during  the  last  10  years.  In  1981,  the  Office  of  Federal 
Procurement  Policy,  OMB,  issued  Policy  Letter  81-1,  which  stated 
that  each  agency  head  is  responsible  for  ensuring  efficient  and 
economical  procurement  by  reducing  wasteful  practices  resulting 
from  hurried  or  unnecessary  end-of-year  procurements.  In  1987, 
and  again  in  1988,  the  Director,  OMB,  issued  memorandums  asking 
agency  heads  to  prevent  wasteful  year-end  spending  through  the 
obligation  of  funds  solely  to  keep  them  from  lapsing  or  being 
reported  as  unobligated  at  fiscal  year  end. 

Discussion 


DoD  officials,  who  lacked  authority  under  the  Economy  Act, 
the  FAR,  and  the  DFARS  to  approve  interagency  acquisitions, 
transferred  expiring  funds  during  August  and  September  1991  to 
achieve  technical  obligation  of  those  funds.  The  TVA  accepted 
the.  orders  assuming  they  were  properly  authorized  by  DoD 
activities.  The  DoD  activities  that  issued  unauthorized 
interagency  orders  to  the  TVA  are  identified  in  Appendix  A. 

Contracting  Officer  Approval.  Using  a  questionnaire,  we 
contacted  the  DoD  activities  that  issued  interagency  orders  to 
the  TVA  during  FY  1991  to  determine  whether  the  orders  were 
approved  in  advance  of  issuance  by  a  DoD  contracting  officer.  We 
determined  that  only  3  of  the  306  interagency  orders  issued 
during  FY  1991  were  properly  authorized  by  DoD  contracting 
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officers.  Another  62  interagency  orders  were  reported  as 
reviewed  by  contracting  officers,  but  those  with  determinations 
and  findings  did  not  adequately  support  the  fact  that  the 
supplies  or  services  could  not  be  provided  more  conveniently  or 
economically  by  a  commercial  source,  and  those  without 
determinations  and  findings  only  had  verbal  contracting  officer's 
approval.  The  remaining  303  orders  were  unauthorized 
acquisitions.  The  responses  from  all  DoD  activities  queried  are 
not  included  in  this  report  because  some  responses  clearly 
exhibited  a  lack  of  knowledge  of  DoD  contracting  principles  and  a 
lack  of  understanding  of  year-end  spending  restrictions.  The 
responses  were  provided  to  appropriate  command  personnel  in  the 
Military  Departments. 

Year-end  Spending.  During  August  and  September  1991,  DoD 
activities  issued  186  interagency  orders  valued  at  $106.5  million 
to  TVA.  We  determined  that  160  of  these  orders  valued  at 
$95.7  million  involved  transfers  of  funds  due  to  expire  at  the 
end  of  FY  1991.  Acceptance  of  the  orders  by  TVA  was  sufficient 
evidence  to  support  the  recording  of  an  obligation  on  the  DoD 
financial  records.  We  considered  as  inappropriate  year-end 
spending,  those  interagency  orders  lacking  proper  contracting 
officer  determinations  and  approvals,  which  were  issued  during 
August  or  September  1991  and  cited  expiring  funds.  We  also 
considered  as  year-end  spending  orders  citing  expiring  funds  for 
ongoing  projects  that  were  not  identified  in  statements  of  work 
prior  to  August  or  September  1991. 

The  following  are  examples  of  orders  issued  to  the  TVA 
during  August  or  September  1991. 

o  On  August  21,  1991,  the  Naval  Ship  Systems 
Engineering  Station  in  Philadelphia,  Pennsylvania,  requested  that 
TVA  contract  with  Engineering  Visions,  Incorporated,  for  various 
prototype  modernization  projects  for  Navy  vessels.  The  Station 
transferred  Navy  Operation  and  Maintenance  (O&M)  funds  in  the 
amount  of  $6,067,220  for  this  procurement. 

o  On  September  10,  1991,  the  U.S.  Army  John  F.  Kennedy 
Special  Warfare  Center  and  School  at  Fort  Bragg,  North  Carolina, 
requested  TVA  to  procure  404  Intel  model  386  laptop  computers, 
404  portable  Diconix  printers,  and  associated  software  for  the 
computers.  These  computers  were  for  student  use  at  the  School. 
Army  O&M  funds  in  the  amount  of  $2,007,108  were  provided  for  this 
procurement . 

o  On  September  16,  1991,  U.S.  Forces,  Korea  (USFK) 
requested  TVA  to  contract  for  the  development  of  a  decision 
support  system  to  support  information  requirements  of  the 
Commander,  USFK.  An  initial  increment  of  Army  O&M  funds  in  the 
amount  of  $1.0  million  was  provided  for  this  procurement.  These 
funds  were  withdrawn  by  the  USFK  after  we  inquired  about  approval 
of  the  order. 
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o  In  September  1991,  the  Air  Force,  Headquarters, 
834th  Air  Base  Wing  at  Hurlburt  Field,  Florida,  sent  10  MIPRs  to 
TVA  to  obtain  goods  and  services  such  as  a  gas  utility  vehicle, 
hand-held  handi-talkies  with  headsets  and  boom  microphones, 
asbestos  removal,  design  of  a  machine  gun  range,  and  a 
requirement  to  clear  trees  and  underbrush.  Air  Force  O&M  funds 
of  $995,000  were  provided  for  these  procurements. 

o  During  August  and  September  1991,  the  Army  All 
Source  Analysis  System  Program  Office  (ASAS)  transferred  O&M 
funds  of  $2,162,900  to  TVA  to  develop  requirements  and  evaluate 
hardware  and  software  architecture  for  the  ASAS  Training  System. 
These  funds  were  subsequently  withdrawn. 

As  a  result  of  our  inquiries  during  this  audit, 
10  activities  withdrew  $5.9  million  from  TVA  (Appendix  F)  .  The 
DoD  activities  listed  in  Appendix  A  should  terminate  those 
interagency  orders  issued  inappropriately  during  August  or 
September  1991  and  procure  the  valid  supplies  or  services  through 
a  contracting  office. 

Status  of  Orders  Accepted  bv  TVA.  TVA  stopped  contracting 
actions  on  137  of  the  186  DoD  interagency  orders,  valued  at 
$84.5  million,  as  the  result  of  two  requests  from  the 
Comptroller,  DoD  (November  12,  and  December  17,  1991).  The  TVA 
also  delayed  issuance  of  definitized  contracts  for  another 
16  orders,  valued  at  $20.2  million  for  which  it  had  issued 
letters  of  intent  to  contractors  prior  to  the  suspension.  A 
letter  of  intent  authorizes  the  contractor  to  proceed  with  work 
and  to  incur  costs  up  to  a  specified  ceiling  amount  prior  to 
receiving  a  formal  contract.  The  TVA  letters  of  intent,  however, 
do  not  authorize  contractors  to  submit  invoices  prior  to  award  of 
the  formal  contract. 

Under  the  Economy  Act,  U.S.C.,  title  31,  section  1535,  any 
funds  transferred  to  another  agency  under  the  Act  must  be 
deobligated  at  the  end  of  the  fiscal  year  unless  the  performing 
agency  has  incurred  valid  obligations  under  the  agreement.  For 
these  purposes,  valid  obligations  can  only  be  incurred  after  a 
contract  has  been  established.  Until  a  contract  is  issued  by 
TVA,  a  binding  obligation  of  DoD  funds  has  not  occurred. 
Further,  section  1311(a)  of  the  Economy  Act  states  that  the 
procuring  agency  may  not  have  more  time  to  execute  the 
procurement  through  contracts  than  the  agency  issuing  the  orders 
would  have  had,  if  it  had  done  the  procuring.  All  DoD 
interagency  orders  issued  to  TVA,  using  expiring  FY  1991  funds 
that  were  not  placed  on  contracts  by  TVA  prior  to 
September  30,  1991,  should  have  been  canceled  and  the  funds 
deobligated  in  accordance  with  the  Act.  Also,  those'  orders  with 
expiring  funds  issued  to  TVA  on  which  TVA  has  issued  letters  of 
intent  after  September  30,  1991,  should  be  terminated  and  funded 
with  current  year's  funds.  A  onetime  monetary  benefit  of 
$13.2  million  can  be  realized  by  the  cancellation  of  these 
interagency  orders.  This  includes  $7.3  million  in  TVA  brokerage 
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fees,  from  cancellation  of  the  interagency  orders  shown  in 
Appendix  A,  and  $5.9  million  for  the  interagency  orders  in 
Appendix  F  that  were  withdrawn  by  DoD  activities.  Additional 
savings  of  up  to  $84.2  million  could  be  realized  if  requirements 
for  the  orders,  identified  in  Appendix  A,  are  not  needed. 

Reasons  for  use  of  TVA.  Some  of  the  reasons  cited  by 
program  officials,  in  response  to  our  inquiries,  for  the  absence 
of  a  DoD  contracting  officer's  approval  on  the  orders  were: 

o  the  requiring  activity  did  not  have  a  contracting 

office, 

o  the  program  official  was  not  aware  that  approval  by 
a  DoD  contracting  officer  was  required, 

o  the  program  office  believed  TVA  was  responsible  for 
determining  compliance  with  applicable  laws, 

o  a  contracting  officers  approval  would  have  delayed 
issuance  of  the  order, 

o  the  program  office  did  not  want  to  "overtax" 
contract  personnel,  and 

o  the  contracting  office  denied  the  request  to  use  TVA 
so  the  activity  obtained  services  through  TVA  directly. 

These  reasons  indicate  that  adequate  corrective  actions  were 
not  taken  by  the  Military  Departments  to  strengthen  internal 
controls  after  issuance  of  previous  Inspector  General,  DoD,  audit 
reports  on  contract  offloading.  Those  reports  described  the 
inappropriate  issuance  of  DoD  interagency  orders  to  the  Library 
of  Congress  in  Report  No.  90-034,  "Contracting  Through  the 
Interagency  Agreements  with  the  Library  of  Congress," 
February  9,  1990,  and  the  Department  of  Energy,  Report 
No.  90-085,  "DoD  Hotline  Allegation  of  Irregularities  in  DoD 
Contractual  Arrangements  with  the  Department  of  Energy," 
June  19,  1990.  As  a  result  of  those  audits,  the  Principal  Deputy 
Assistant  Secretary  of  Defense  (Production  and  Logistics)  issued 
a  May  10,  1990,  memorandum  that  solicited  support  of  the  Military 
Departments  and  DLA  in  training  program  officials  and  in 
establishing  internal  control  procedures  to  prevent  placement  of 
interagency  orders  by  unauthorized  DoD  program  officials. 

Forms  Used.  All  of  the  unauthorized  interagency  orders  were 
placed  using  MIPRs  (DD  Form  448)  or  similar  Navy  forms.  MIPRs, 
when  issued  by  one  DoD  Component  to  another  DoD  Component,  do  not 
require  contracting  officer  approval.  Because  the  •  interagency 
acquisitions  to  TVA  were  made  on  MIPRs  rather  than  contract 
instruments,  the  acquisitions  through  another  Government  agency 
were  not  obvious  to  senior  DoD  managers.  Also,  the  MIPRs  were 
not  included  in  the  DD  350  Individual  Contract  Action  Reporting 
System.  Because  these  were  unauthorized  acquisitions  that  did  not 
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comply  with  the  requirements  of  the  Economy  Act,  the  FAR  and 
DFARS,  appropriate  disciplinary  actions  should  be  initiated 
against  those  program  officials  who  knowingly  exceeded  their 
authority  and  circumvented  applicable  laws  and  regulations  when 
authorizing  or  placing  interagency  orders  with  TVA.  In  addition, 
DoD  procurement  officials  should  be  required  to  use  a  form  when 
procuring  goods  and  services  from  non-DoD  agencies  that  includes 
sections  to  be  completed  and  signed  by  a  contracting  officer. 

peeommgndations  for  Corrective  Actions 

We  recommend  that  the  Assistant  Secretary  of  Defense 
(Command,  Control,  Communications  and  Intelligence),  the  Service 
Acquisition  Executives,  and  the  Director,  Defense  Logistics 
Agency : 


1.  Cancel  all  interagency  orders  to  the  Tennessee  Valley 
Authority  listed  in  Appendix  A  that  are  determined  to  be  improper 
or  unauthorized,  that  have  not  been  placed  on  contract,  or  that 
have  letters  of  intent  to  contractors  but  where  no  costs  were 
incurred. 


2.  Determine  the  appropriateness  of  terminating  or  reducing 
interagency  orders  where  the  Tennessee  Valley  Authority  has  only 
issued  letters  of  commitment  to  contractors  and  verify  that 
proper  funding  is  used  on  any  contracts  that  are  awarded. 

3.  Prohibit  placement  of  requests  for  supplemental  work 
under  existing  interagency  agreements  if  not  properly  approved  by 
a  DoD  contracting  officer. 

4.  Initiate  disciplinary  action  against  program  officials 
who  knowingly  exceeded  their  authority  by  improperly  authorizing 
or  placing  interagency  orders  with  the  Tennessee  Valley 
Authority. 

5.  Discontinue  the  use  of  Military  Interdepartmental 
Purchase  Requests  (DD  Form  448)  and  similar  forms  to  order  goods 
and  services  from  other  Federal  agencies  and  develop  a  form  that 
includes  a  section  for  completion  by  contracting  officers  to 
document  compliance  with  the  Federal  Acquisition  Regulation  and 
the  Defense  Federal  Acquisition  Regulation  Supplement. 

6.  Provide  information  on  canceled  orders  and  disciplinary 
actions  taken  against  program  officials  to  the  Assistant 
Inspector  General  for  Analysis  and  Followup,  DoD. 

Management  comments 

A  draft  of  this  report  was  issued  on  December  18,  1991.  We 
received  prompt  comments  from  the  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition) ;  Assistant  Secretary  of 
the  Navy  (Research,  Development  and  Acquisition) ;  Assistant 
Secretary  of  the  Air  Force  (Acquisition) ;  Director,  Defense 
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Logistics  Agency;  and  Director  of  Defense  Procurement.  We  also 
received  comments  from  the  Director,  Defense  Research  and 
Engineering  and  the  Assistant  Secretary  of  Defense  (Command, 
Control,  Communications  and  Intelligence)  on  February  5,  1992.  A 
complete  text  of  all  comments  is  provided  in  Appendices  I 
through  0. 

Army  comments .  The  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition)  substantially  concurred 
with  the  finding  and  recommendations  and  stated  that  all  orders 
not  placed  on  contract  by  TVA,  and  not  processed  in  compliance 
with  the  Economy  Act  and  DoD  year-end  spending  policies  would  be 
canceled.  The  estimated  completion  date  for  this  action  is 
March  31,  1992.  The  Assistant  Secretary  stated  that  the  Army 
would  review  all  interagency  orders  where  only  letters  of  intent 
have  been  issued;  and  when  appropriate,  request  that  the  orders 
be  terminated,  the  funds  returned,  or  that  proper  funds  be  used. 
The  estimated  completion  date  is  April  30,  1992.  The  Assistant 
Secretary  further  agreed  that  by  May  31,  1992,  the  Army  would 
initiate  disciplinary  actions  against  officials  who  knowingly  and 
willfully  exceeded  their  authority  by  improperly  authorizing  and 
affecting  interagency  orders  with  TVA.  On  December  26,  1991,  the 
Assistant  Secretary  directed  all  activities  to  require  the 
approval  of  a  contracting  officer  on  any  interagency  agreement  or 
individual  interagency  order  issued  to  a  non-DoD  agency.  The 
Assistant  Secretary  agreed  that  a  form  requiring  a  contracting 
officer's  signature  is  needed,  and  in  the  December  26,  1991, 
message  directed  that  during  the  interim,  contracting  officers 
must  sign  the  MIPR  to  attest  that  an  Economy  Act  determination 
has  been  made.  The  Assistant  Secretary  questioned  the  potential 
onetime  monetary  benefit  of  $106.4  million  cited  in  the  draft 
report.  The  Assistant  Secretary  suggested  that  a  more  reasonable 
figure  would  be  the  difference  between  the  estimated  additional 
cost  to  go  through  TVA  rather  than  through  a  DoD  activity. 

Navy  comments .  The  Assistant  Secretary  of  the  Navy 
(Research,  Development  and  Acquisition)  concurred  in  principle 
with  the  finding  and  recommendations,  stating  that  all  orders 
issued  to  TVA  that  can  be  canceled  will  be  canceled  and  that  the 
orders  may  be  reissued  only  after  meeting  all  regulatory 
requirements  for  interagency  and  Economy  Act  orders.  Those 
orders  determined  to  be  unauthorized  and  those  citing 
inappropriate  funds  would  be  terminated,  reduced,  or  ratified 
with  proper  funding,  as  appropriate.  The  Assistant  Secretary 
also  stated  that  the  Navy  will  reissue  guidance  on  the  regulatory 
requirements  for  contracting  officer  approval  of  Economy  Act 
orders  as  soon  as  practicable,  and  that  disciplinary  action  would 
be  initiated  by  activity  commanders  on  those  unauthorized 
personnel  who  abused  interagency  acquisitions  by  obligating 
expiring  funds  or  using  favored  contractors.  The  Assistant 
Secretary  agreed  with  the  development  of  a  form  for  interagency 
purchases  and  stated  that  the  form  should  include  requirements 
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for  recording  the  acquisitions  in  the  DD  350  Individual  Contract 
Action  Reporting  System.  The  Assistant  Secretary  did  not  provide 
planned  dates  for  completing  the  corrective  actions  and  did  not 
comment  on  the  potential  monetary  benefits  from  cancellation  of 
the  orders. 

Air  Force  comments.  The  Assistant  Secretary  of  the  Air 
Force  (Acquisition)  concurred  with  the  finding  and 
recommendations,  stating  that  MIPRs  were  not  appropriately  used 
in  all  cases,  and  that  actions  would  be  taken  to  eliminate  their 
unauthorized  use.  The  Assistant  Secretary  stated  that  in  the 
future,  all  MIPRs  will  be  reviewed  by  an  appropriate  contracting 
authority,  and  all  the  interagency  orders  with  TVA  would  be 
reviewed;  and  those  orders  not  approved  by  a  contracting  officer 
would  be  canceled.  The  Assistant  Secretary  also  stated  that 
appropriate  administrative  and  disciplinary  action  will  be  taken, 
as  needed,  consistent  with  appropriate  policies,  procedures,  and 
legal  considerations.  A  Management  Policy  and  Procedures 
Directive  will  be  issued  requiring  a  contracting  officer 
determination  on  all  interagency  agreements  and  additional 
guidance  on  interagency  ordering  will  be  included  in  the  Air 
Force  FAR  Supplement.  The  Assistant  Secretary  did  not  agree  with 
the  potential  monetary  benefits  of  $106.4  million  and  stated  that 
some  of  the  interagency  orders  represent  bona  fide  requirements 
that  will  be  reprocured.  Tentative  milestones  for  completion  of 
the  corrective  actions  were  not  identified. 

Defense  Logistics  Agency  comments.  The  Deputy  Comptroller, 
Defense  Logistics  Agency  partially  concurred  with  the  finding  but 
did  not  agree  that  it  constituted  a  material  internal  control 
weakness  for  DLA.  The  Deputy  Comptroller  stated  that  the  service 
that  DLA  procured  through  TVA  had  been  performed  and  there  were 
no  outstanding  orders  with  TVA.  Current  policy  regarding 
interagency  agreements  will  be  reinforced  to  specify  that  using 
another  DoD  interagency  agreement  also  requires  compliance  with 
the  FAR  and  approval  for  the  transfer  of  funds. 

The  Deputy  Comptroller  did  not  agree  that  disciplinary 
action  should  be  initiated  against  any  DLA  personnel  because  the 
Defense  Reutilization  and  Marketing  Service  acted  on  the  advice 
of  Kelly  Air  Force  Base  personnel  to  fund  the  $28,112  order  with 
TVA,  and  the  order  was  for  a  valid  requirement.  The  Deputy 
Comptroller  also  nonconcurred  with  the  recommendation  to 
discontinue  the  use  of  MIPRs  and  similar  forms  to  place  orders 
with  other  Federal  agencies,  stating  that  DoD  should  instead 
clarify  its  use  and  approval  process  for  interagency  agreements 
in  the  Finance  and  Accounting  Manual  and  other  regulations.  The 
comments  did  not  identify  a  planned  date  for  issuance  of  the 
amended  policy  specifying  the  need  for  contracting  officer  review 
and  approval  of  the  use  of  another  DoD  Component's  interagency 
agreement. 
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Director  of  Defense  Procurement  comments.  The  Director  of 
Defense  Procurement  concurred  in  principle  with  the 
recommendation  to  change  the  MIPR  and  similar  forms  used  to  place 
orders  under  the  Economy  Act.  The  Director  stated  that  the 
DAR  Council  will  be  asked  to  develop  DFARS  language  to  require 
using  only  the  DD  Form  448  (MIPR)  to  place  orders  under  the 
Economy  Act,  and  to  modify  the  MIPR  by  adding  a  signature  block 
for  the  signature  of  the  cognizant  contracting  officer, 
indicating  a  determination  that  the  order  being  placed  under  the 
Economy  Act  is  in  the  best  interest  of  the  Government. 

Director.  Defense  Research  and  Engineering  comments.  The 
Director,  Defense  Research  and  Engineering  stated  that  the 
$10,000  interagency  order  issued  to  TVA  expired  on 
December  31,  1991,  and  it  would  not  be  renewed.  The  Director 
also  stated  that  responsibility  for  the  program  has  been 
transferred  to  the  Assistant  Secretary  of  Defense  (Command, 
Control,  Communications  and  Intelligence).  The  Director  did  not 
plan  to  initiate  disciplinary  action  against  the  program  manager 
because  the  program  had  moved  and  the  program  officials  did  not 
exceed  their  authority. 

Assistant  Secretary  of  Defense  (Command.  Control.  Communica¬ 
tions  and  Intelligence)  comments.  The  Assistant  Secretary  of 
Defense  (Command,  Control,  Communications  and  Intelligence)  also 
provided  comments  on  the  recommendations,  disagreeing  with  most 
of  the  recommendations.  The  Assistant  Secretary  stated  that  the 
$10,000  MIPR,  issued  in  August  1991  to  TVA  to  support  the  program 
transferred  to  his  office  from  the  Director,  Defense  Research  and 
Engineering  was  properly  authorized,  and  that  disciplinary  action 
should  not  be  taken  against  any  program  official  since  no  program 
officials  exceeded  their  authority.  The  Assistant  Secretary  also 
suggested  that  the  recommendations  prohibiting  placement  of 
supplemental  work  under  existing  interagency  agreements  and 
developing  a  form  that  includes  a  contracting  officer's 
completion  be  revised  to  allow  for  officials  other  than 
contracting  officers  to  approve  interagency  agreements. 

Audit  Response  to  Management  oommAntg 

We  consider  the  comments  from  the  Army,  Navy,  Air  Force, 
Director  of  Defense  Procurement,  and  the  Director,  Defense 
Research  and  Engineering  to  be  generally  responsive.  We  accept 
DLA's  position  that  the  issuance  of  a  single  $28,112  order  by 
one  activity  is  not  sufficient  evidence  of  a  material  internal 
control  weakness  that  would  require  disciplinary  action. 

We  consider  the  comments  from  the  Assistant  Secretary  of 
Defense  (Command,  Control,  Communications  and  Intelligence)  to  be 
generally  nonresponsive.  The  Contracting  Officer's  Technical 
Representative  and  the  other  officials  identified  in  the  response 
were  not  authorized  to  approve  the  MIPR  to  TVA  and  their  actions 
do  not  constitute  compliance  with  the  FAR  and  DFARS. 
DFARS  217.502  (1988  edition)  states  that  a  DoD  contracting 
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officer  is  the  designee  to  make  the  determination  required  by  the 
FAR.  We  believe  this  to  mean  that  the  program  officials  should 
have  had  a  contracting  officer  in  the  Defense  Supply  Service- 
Washington  review  the  MIPR  and  provide  the  determination  and 
finding  required  by  DFARS  217.502.  We  do  not  agree  that  a 
deviation  to  DFARS  217.502  is  warranted  for  the  program  that  was 
transferred  to  the  Assistant  Secretary. 

Based  on  the  comments  from  the  Army  and  Air  Force  concerning 
the  amount  of  onetime  monetary  benefits,  we  revised  the  amount  to 
consider  valid  requirements  that  might  be  reprocessed  after 
cancellation  from  TVA.  Therefore,  the  onetime  monetary  benefit 
has  been  revised  to  $13.2  million  and  consists  of  the  TVA 
brokerage  fee  that  would  be  saved  by  canceling  the  interagency 
orders  in  Appendix  A  and  the  amounts  already  withdrawn  by  DoD 
activities.  In  addition,  potential  additional  savings  exist  if 
some  of  the  other  requirements  are  canceled. 

Request  for  Comments 

DoD  Directive  7650.3  requires  that  all  recommendations  be 
resolved  promptly  and  that  completion  dates  for  actions  taken  or 
planned  be  provided.  Comments  to  the  final  report  are  requested 
by  May  4,  1992.  For  the  final  report,  we  added  Recommendation  6. 
that  requests  information  on  canceled  orders  and  disciplinary 
actions  be  provided  to  the  Assistant  Inspector  General  for 
Analysis  and  Followup,  DoD.  We  request  that  the  Army,  Navy,  and 
Air  Force  provide  a  response  on  Recommendation  6.  and  completion 
dates  for  all  agreed  upon  corrective  actions.  We  also  request 
that  the  Assistant  Secretary  of  Defense  (Command,  Control, 
Communications  and  Intelligence)  respond  to  Recommendation  6.  and 
reconsider  his  position  and  provide  additional  comments  on  the 
recommendations.  The  comments  must  indicate  concurrence  or 
nonconcurrence  in  the  finding  and  each  recommendation  addressed 
to  you.  If  you  concur,  describe  the  corrective  actions  taken  or 
planned,  the  completion  dates  for  actions  taken,  and  the 
estimated  completion  dates  for  the  completion  of  planned  actions. 
If  you  nonconcur,  state  your  specific  reasons  for  each 
nonconcurrence.  If  appropriate,  you  may  propose  alternative 
methods  for  accomplishing  desired  improvements. 

We  also  request  that  the  Army,  Navy,  and  Air  Force  provide 
comments  on  the  revised  monetary  benefits  (Appendix  F  and  G) .  If 
you  nonconcur  with  the  estimated  monetary  benefits  or  any  part 
thereof,  you  must  state  the  amount  you  nonconcur  with  and  the 
basis  for  your  nonconcurrence.  Recommendations  and  potential 
monetary  benefits  are  subject  to  resolution  in  accordance  with 
DoD  Directive  7650.3  in  the  event  of  nonconcurrence  or  failure  to 
comment. 
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The  cooperation  and  courtesies  extended  to  the  audit  staff 
are  appreciated.  If  you  have  any  questions  on  this  audit,  please 
contact  Mr.  Garold  E.  Stephenson  at  (703)  614-6275  (DSN  224-6275) 
or  Ms.  Kimberley  Caprio  at  (703)  614-3463  (DSN  224-3463) .  Copies 
of  this  final  report  will  be  distributed  to  the  activities  listed 
in  Appendix  H. 

Robert  J.  Lieberman 
Assistant  Inspector  General 
for  Auditing 


Enclosures 

cc: 

Secretary  of  the  Army 
Secretary  of  the  Navy 
Secretary  of  the  Air  Force 

Inspector  General,  Tennessee  Valley  Authority 
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NAS-CC . Naval  Air  Station,  Corpus  Christi 

NAVAIR . Naval  Air  Systems  Command 

NAVSEA . Naval  Sea  Systems  Command 

NESSEC . Naval  Electronic  Systems  Security  Engineering  Center 

NAVSSES..... . Naval  Ship  Systems  Engineering  Station 


DEPARTMENT  OE  THE  AIR  FORCE 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY 


INSPECTOR  OCNCRAl 

4M  ARMY  NAVY  Mrvt 
ARUNRTOM.  VIROIMIA  IIIM  IM4 


OCT  24 1991 


nnuigw  poa  cownoua,  guMnw  or  oiran 

fVSJCCTi  Interagency  Orders  at  Tenneaaee  Valley  Authority 

During  the  laltlal  atagea  of  *  joint  audit  vlth  tha  Off let 
of  tha  Inapaetor  General,  Tenneaaee  Vallty  Authority  (TVA) ,  wa 
found  that  DoD  aetlvltlaa  aant  $100  Million  In  Interagency 
purchaaa  ordara  to  tha  TVA  during  Stpttabtr  1091.  Preliminary 
Indication*  art  that  oany  of  thoaa  ordara  nay  not  hava  been 
procaaaad  In  aceordanca  vlth  tha  federal  Acouialtlon  Regulation 
and  tha  Deftnat  federal  Acqulaltion  Angulation  Suppleatnt. 

Pravloua  and  ongoing  audita  hava  ravaalad  problaaa  with 
unauthorlstd  DoD  paraonnal  bypaaeino  OoO  contracting  offlcara 
to  placa  interagency  acqulaltion  ordara  vlth  tha  Library  of 
Congraaa,  tha  Oapartaant  of  Energy,  and  other  federal  Aganclaa. 
Me  are  concerned  that  tha  aurga  of  Interagency  ordera  to  tha 
TVA  could  be  another  manlfeatatlon  of  tha  need  for  both  tha 
DoD  and  other  Agenclea  to  tighten  Internal  controla  over  Econoay 
Act  ordara  to  prevent  their  ailauaa  for  clrcuaventlng  procurement 
regulation*. 

Our  audit  teaa  vlll  begin  reviewing  the  DoD  interagency 
requeeta  at  the  TVA  office*  In  Knoxville  on  October  30.  He  may 
conduct  further  audit  work  at  tha  DoD  aetlvltlaa  that  originated 
tha  ordara.  He  will  iaaua  quick  reaction  report*  addreaalng  any 
laproperly  placed  purchaaa  raqueata.  In  tha  Interin,  wa  requaat 
that  you  authorite  tha  , TVA  to  auapand  contract  award*  for  30  day* 
for  DoD  ordera  received  during  teptenbar  1001.  The  cognlrant  TVA 
official  1*> 

Mr.  John  6.  Stewart 
Vice  Prealdent,  Tallay  Keaourcaa 
Tannetaee  Valley  Authority 
400  H.  Summit  Bill  Drive 
Knoxville,  TM  37902-1499 

Thank  you  for  your  cooperation. 


Suaan  J.  Crawford/ 
Inapaetor  General^/ 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


COMPTROLLER  Of  THE  DEPARTMENT  OP  DEFENSE 

WASHINGTON.  DC  ItlOI-IIM 


NOV  f  2  *«" 

Nr.  «.  F.  WUliG 

Fresldent,  Resources  Croup 

Tennessee  Valley  Authority 

400  V.  Ruaalt  1111  Drive  (RT-12R-R) 

Rnosvllle,  Tennessee  37002-1400 

Dear  Nr.  Nillisi 

This  lattar  solicits  your  support  to  taaporarily  suspend 
furthar  actions  by  your  staff  that  would  result  in  obligating 
funds  received  froa  the  Departaent  of  Defense  on  interagency 
orders  received  during  fepteaber  1001. 

This  euspension  has  been  recoaaended  by  the  Departaent  of 
Defense  Inspector  General  (DoDXC)  to  enable  that  organisation  to 
deteraine  if  applicable  interagency  ordera  were  placed  in 
accordance  with  Departaent  of  Defense  procedures. 


Cordially, 
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COMPTROLLER  OF  THE  DEPARTMENT  OF  DEFENSE 

WASHINGTON.  0C  {6361*110# 


HOi  U  1991 


MEMORANDUM  POR 


ORDER  IKMTMI  OP  OEPENSE  (ACQUISITION) 
ASSISTANT  SECRETARY  OP  DEFENSE  (PRODUCTION  A 
LOGISTICS) 

ASSISTANT  SECRETARY  OP  TIE  ARMY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OP  TIE  NAVY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OP  TBS  AIR  PORCE  (FINANCIAL 
MANAGEMENT  AND  COMPTROLLER) 

DIRECTORS  OP  THE  DEPENSE  AGENCIES 
DIRECTOR,  NASH  INC  TON  HEADQUARTERS  SERVICES 


SUBJECT!  Interagency  Orders  at  Tennessee  Valley  Authority 


Recently,  X  requested  that  actions  by  tha  Tennessee  Valiev 
Authority,  on  Departaent  of  Defense  interagency  orders  issued  in 
September  1*91,  be  temporarily  suspended  (aae  attachment  1). 

Thia  action  was  taken  in  response  to  a  request  from  the 
Departaent  of  Defense  Inspector  Central  (DoDXG).  Tha  DoDIG 
maintains  that  such  a  suspension  is  required  in  order  to  giva 
DoD  auditors  sufficient  time  to  determine  if  applicable  DoD 
intaraaency  orders  were  Issued  in  accordance  with  DoD  procedures 
(see  attachment  2).  In  a  separate  memorandum,  datad  October  2S, 
1991,  (aee  attachment  3),  tha  Onder  Secretary  of  Defense 
(Acquisition)  expressed  similar  concerns  to  tha  Secretaries  of 
tha  Military  Departments  and  tha  Directors  of  tha  Defense 
Agencies. 


Attachments 


l 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  ADTHORITY  (Cont'd) 


OS 

VMtoy  CD  Me  bn  *•  Dm  txrM  VrMM  1W 


jctrQ  Swear 


(tccbtr  3,  J»»l 


Nr.  tain  0'1m(« 

Comptroller 

httm  Nr.  Nolooo  Toy* 

Department  of  Defense 
Washington,  DC  30301-1100 

Dear  Nr.  0’Xeofei 

Tour  latter  of  November  13,  lt*l,  to  V.  F.  Willi*  requested  that  TVh 
temporarily  auapeod  further  action  to  obligato  fund*  received  fro*  the 
Department  of  Safanaa  on  interagency  orders.  TVh  ia  rallying  with  your 
request  and  ia  aaaiating  the  DoOIC  staff  aa  they  obtain  information  to 
datsrmina  if  DOO  procedures  have  been  followed  properly. 

In  clarification  ef  your  request,  we  made  Nr.  Csrold  Stephenson  of  the 
DoDIC  aware  at  tha  time  of  bis  visit  with  u*  in  October  that  TVb  had 
issued  31  latter*  of  Intent  to  contract  with  IS  cooparator*  for  a  total 
ef  (31,331,410.  W*  informed  him  that  these  latter*  represent  contract 
actions  which  had  bean  initiated  but  not  completed  prior  to  hi*  arrival. 
N*  explained  that  ia  each  case  the  cooperator  baa  been  given  a  work  start 
data  and  an  initial  spending  limit.  Further,  based  oa  these  letters, 
billable  work  has  bean  performed  and  TVh  must  honor  the  cooperator*’ 
invoices.  To  do  this,  however,  we  must  complete  the  contracting  process 
for  each  cooparator  which  will  create  tha  necessary  payment  procedure*. 

Nr.  Stephenson  indicated  be  would  conaldar  tha  letter*  of  intent  end 
respond  early  to  TVh  regarding  tha  completion  of  thoeo  contract  actions. 
N*  has  sine*  verbally  indicated  to  the  TVh  IC  atsff  that  the  letters 
appeared  to  represent  a  TVh  contract  obligation  and  that  TVh  should  honor 
tha  cooparator*’  invoice*. 

This  letter,  then,  1*  to  inform  you,  and  by  copy.  Nr.  Stephenson,  that 
cm  Friday,  December  t,  1**1,  TVh  intend*  to  begin  completing  contract 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  ADTHORITY  (Cont'd) 


riMti 

>,  1M1 


tetlmt  ta  a*ll»at*  hail  wf  ta  tka  Meuti  ititW  la  tka  > attar*  af 
lataaa. 

Flataa  lat  *»  taw  It  |W  aa*4  atMitlaaal  atari  flcatiaa  aa  tkia  actiaa 
id  m  aa|  till  at  MB  (wtkar. 


Blncarely. 


cci  Be.  BaralB  I.  Mi* 

Saaaral  Haaa«ar 
l/itaa  fackaelogy  keaoelataa 
1002  Caron* *o  Brian 
Buataaill*.  kick***  JMOi 

■a.  fkaila  Caaaarly 

IK  Brafaatiaaal  Bara  lea*  <rw|,  lac. 
Interact iaa  lyataaa  Bialalo* 

1*0  B.  Biaiaiaa  Baa* 

Oak  Bl**o.  fannaaaaa  11120 

la.  call  Ckrletiaa 
Ogdaa/tBC  Cerarawant  Bjrataw* 

K1  fovtk  llllneia  Baaau* 

Oak  Bldg*.  fans*****  11B20 

Mr.  knthoaj  I.  Clari.  Blractor 

Bttai  katkoay  icCallaofk 

Baaal  Bklf  Byataaw  BnfUcariaf  Statiaa 

Bapartaaat  of  Bafanaa 

Bell 01*4  »  Coda  IBM 

nnadelpkl*,  Boanaylaaai*  14112-I00J 

■r.  C.  r.  Calkart 

■aaayar  of  Contract* 

cad.  lac.  -  federal 

mi  Batter aea  Baal*  Bifb-ay  Buita  B00 

krUaftea,  Virflal*  22101 
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CORRESPONDENCE  ON  SOSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  ADTHORITY  (Cont’d) 


Ma.  ton  DlOaroniao 
Naval  Ml  lyitMi  Coauat 
Cod*  tU  04Ptf 

K  JOJU-IMJ 

■r.  J.  *.  Inglaa 
Department  of  the  Bary 

„ril  Electronic  lyitau  leeurity  Engineering  Center 
cod*  Ml 

3CC1  Bebraaka  Avenue  BV 
Maehington,  DC  202*2-5270 

Hr.  Wayne  D.  »oyt,  ftreaident 
Attn i  Michael  Moorehead 
COI<  Inc. 

10*  aorta  Virginia  Avenue 
Falla  Church,  Virginia  2204* 

Mr.  N.  ft.  Jonee,  Freaident 
Attn ■  John  J.  Oihaon 
Q.f.t.  Syataa*.  Inc. 

444*  north  Vitcbduck  ftoad 
Virginia  ftaaeh,  Virginia  2245* 

Coamander 

O.ft.  Arwy  Ipeeial  Oparationa  Ceaund 
Attm  Oarrall  lata,  COL  SB  DOOM 
Fort  Bragg,  north  Carolina  2B207-5200 

nr.  Bill  Largon 

O.a.  Amy  information  Syatama  Command -Ml COM 

Attn  i  AignC-WC-fth-BB 

Badatona  Araanal,  Alabana  J*B**-7>40 

Nr.  Johnnie  Lawton 

Attm  May  t.  Deftieua 

Anar lean  Management  Byatama,  Inc. 

1777  north  Kant  Btraat 
Arlington,  Virginia  2220* 

Mr.  Douglaa  Lialng,  Fraaidant 
ftmataeh  Bervieaa 
102  Main  Btraat 
Newport  Bewa,  Virginia  22401 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont‘d) 


■r.  INI  9‘lMf* 

hi*  4 

l.fl.r  I,  mi 


a*,  lira  UNU 

vm  rmiiMt  t(  CNtrau 

blue*  kyylleatlaa*  Iitiral ImiI  Carper# tie*  - 

tear  leu  ffttaae  2ofl*a*rl*f  Corporatlaa 

2(21  Oaardlu  Um  f.O.  ka*  If U 

TiryUla  luck,  TLrfUl*  224(2 

me.  kill  WN* 

lMl«vwtnf.  hfifiNM  •(  tha  kit  rare* 
■lactraale*  lyataa*  klalilaa 
At ta i  Cift.  Coarad  I.  karflavie* 
liiira  in,  Baaaaehwaatta  017J1>S000 

Or.  I.  krve*  OeCnuna* 

•ra  Italy  M 

kapartaaat  *f  tka  kray 

k.l.  kray  laboratory  Ceoaaad 

Bums  taglaaarlaf  laboratory 

Abarlaaa  fnrlif  Crouad,  Maryland  11001-1001 

trc  Baanla  I.  McCaayk,  f.l.  kray 
(redact  Manager,  Ck-Otf 
taltal  Ititaa  leather*  Ccaoand 
IOPTVCQN  waahlnftaa  flail  Office 
Iflf  loath  Sad*  lalta  10* 

Arllngtee,  Tlrflni*  1210} 

Mr.  Itaart  fkllllfa 

lelaac*  kpfllcatlan*  latirmt  ional  Corporation 
Ml  Laboratory  kaad  f.0.  kea  2(01 
Oak  111)*,  tannaaaaa  1M11 

Or.  la*  kladia«*e 
Aailataat  Tic*  Chancellor 
Offle*  of  ta*a*rch  ud  hnle^aat 
The  Talvardky  Of  tluilIN 

4Qi  koJy  iftlt  TjUtl 

Kaarrllla,  laaMiM*  27M4-0140 

me.  la*ll*  k.  In* 

kalta  laituck  Caryoratlaa 

4400  ll*hv*f  20  lilt  Oalt*  (11 

•Icavllle,  21 arid*  22(71 

Or.  Carol  d  lt*ph**»oe 
OeBlC-OI 

400  kray  «a*y  krl**  koae  (00 
Arlington,  Tirglali  22201-1414 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


ar.  imi  o'lMtt 
Pegs  I 

3,  mi 


Mr.  tort  Tiimt 
l>(UMrU(  TUUh,  Ik. 

CUferiu  Cntw  Oae,  l«lu  310 
4440  Corporation  Lane 
Virginia  luck,  Virginia  33443 

Hr.  TkcMi  C.  Tit* 

Ssval  endorses  lufin  miinrliig  Ititlw 
Research  Fro J »ct •  Brine*  Cod*  70B3 
Keyport,  lukU|tM  **344-4000 

Chief,  Resource  Ranagement,  4th  POC(A) 

O.S.  hr ey  Special  Operation*  Ca— and 
It  to  ■  A0AC-F00-CI  (Me).  Hike  Tboeaa) 

Port  Bran,  Port*  Carolina  2S307-4240 

Hr.  Franklin  H.  Tlorra 
Chief  Financial  Officer 
httni  Hr.  Rinball  B.  Stuhlnuller 
Hay  Systems,  lac. 

3000  H  Street  W  Suite  410 
Washington,  PC  30034*3107 

Hr.  A1  von  Her  Bach,  President 

Tenneaaee  Center  for  Heeearch  and  Development 

attm  Hr.  Jerry  Chrietlan 

11030  Solway  School  Road  Suite  103 

Rnorvllle,  Tenneeeoe  37*31 

Hr.  Robert  H.  Wilklaaen 

arc,  osa  cor* 

Departaent  of  the  Any 

All  Source  Analyele  Syatae  Prefect  Office 
1S00  Planning  Aeeeareh  Drive 
McLean,  Virginia  32103*40*1 

Ha.  Ray  >.  Hitt 
Colonol,  O.S.  Any 
Deputy  Chief  of  Staff  for 
Information  Management 

Headquarter*.  O.S.  Any  Special  Operations  Cn—  in 
Fort  Bragg,  Berth  Carolina  3S307*I200 

HAJ(P)  Cheryl  Sale* 

Headquarters,  Departaent  of  the  Any 
Office  of  the  Director  of  Installation  Management 
OSA,  Bgsvcs-H  (JDMSS*V)  Boon  3C441,  Pentagon 
Washington,  DC  30310-4*02 
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CORRESPONDENCE  OH  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'dj 


Vraaam  «M*r  *>*my  «X  MM  S mu  HI  Dm*.  Knom* M  Wmniaf  J7S02 


JonrG  Siewa/i 

Me*  Sm«  vmh  Xwaiai 


December  6,  1991 


Hr .  Sean  O'Keefe 

Comptroller 

ATT* :  Hr.  Raison  Toys 
Department  of  Dafanaa 
Rashington,  DC  20301-1100 

Dear  Hr.  O'Kaafa: 


Our  lattar  of  December  3,  1991,  informed  you  that  on  Friday,  December  6, 
1991,  TVA  began  completing  contract  action*  to  obligato  funds  up  to  tha 
amounts  statad  in  outstanding  TVA  lattars  of  intant  to  contract  for  DOO 
project*  in  TVA 'a  Technology  Brokering  Frograa.  This  lattar  is  to 
further  inform  you  that  on  Monday,  December  9,  1991,  TVA  will  resuae  tha 
necessary  contracting  actions  to  obligate  tha  additional  DOD  funds 
received  under  tha  program  in  FX  91. 

Our  reason*  for  resuming  technology  brokering  contract  actions  are  the 
following! 

o  An  executed  Military  Interdepartmental  Purchase  Request  (MIFR) 
from  a  DOO  agency  to  TVA  indicates  that  the  DOD  process  for  the 
interagency  transfer  of  funds  has  been  completed.  The  interagency 
agreeswnt  executed  between  TVA  and  each  agency  participating  in 
tha  Technology  Brokering  Frograa,  to  whieh  the  MIFRs  become 
subagreements,  requires  the  funding  agency  to  follow  its 
procedures  for  Bconamy  Act  determinations  and  interagency  funds 
transfers.  TVA  has  in  good  faith  and  as  a  matter  of  contract 
properly  relied  upon  the  funding  agencies  in  this  regard. 

o  TVA  has  accepted  all  DOO  funds  in  the  Technology  Brokering 
Frograa  in  support  of  specific  cooperative  research  and 
developsMnt  projects  as  described  in  statements  of  work  which 
accompanied  the  MZPRs.  The  DOD  sponsor  agencies  of  these 
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CORRESPONDENCE  ON  SOSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont’d) 


Hr.  Scan  O'Keefe 
Pege  2 

December  S,  1991 


projects  are  depending  on  TVA  to  accomplish  the  projects,  many 
of  which  are  mission  critical  and  aust  proceed,  or  the  sponsor 
agencies  will  suffer  the  consequences. 

o  Open  their  arrival  at  TVX  on  October  29,  the  DoDIC  staff  verbally 
requested  TVA  voluntarily  to  hold  up  for  30  days  on  further 
obligations  of  DOO  funds  to  allow  tias  for  thaa  to  verify  that 
proper  DOO  procedure  had  been  followed,  fourteen  days  later,  your 
letter  of  November  12,  1991,  confirmed  the  requeat  for  a  voluntary 
contract  suspension  on  funds  received  during  September  1991.  He 
honored  this  request,  and  we  have  worked  diligently  since  then 
with  repreaentatives  of  DoDIC  to  assist  thaa  in  their  ongoing 
audit.  On  Decaaber  9,  1991,  40  days  will  have  passed  since  the 
initial  DoDIC  request  to  TVA  for  a  voluntary  contracting 
suspension. 

o  Consistent  with  the  TVA  Act  of  1933,  TVA'e  purpose  under  the 
Technology  Brokering  Program  is  regional  economic  development 
through  matching  the  technological  capabilities  of  institutions 
and  firms  in  the  Tennessee  Valley  region  with  the  xu> 
needs  and  available  funding  of  other  Federal  agencies, 
adainistarlng  the  resulting  projects  through  interagency  and 
cooperative  agreements,  and  than  promoting  the  transfer  of  the 
UI  results  for  commercialisation  by  Valley  firms. 

o  Economic  activity  in  the  Valley  region  is  now  being  adversely 
affected  by  the  contracting  suspension  requested  by  DOC.  Valley 
companies  are  having  to  stop  work  on  previously  funded  ongoing 
projects,  lay  off  employees,  and  possibly  close  offices,  all  at  a 
time  of  general  economic  downturn.  Further  business  development 
by  these  companies  is  also  jeopardised  due  to  the  uncertainty 
that  the  suspension  has  introduced  into  the  Technology  Brokering 
Prograa. 

o  Since  the  inception  of  the  Technology  Brokering  Prograa,  TVA  has 
made  certain  that  the  prograa  was  soundly  based,  consistent  with 
appropriate  legal  and  administrative  requirements,  and  that 
participating  agencies  and  'cooperators  understood  what  was 
expected  of  thea.  He  believe  the  tremendous  growth  in  the 
prograa  in  Fiscal  Tear  1991  attests  the  validity  and 
appropr lateness  of  the  prograa. 

e  TVA  remains  committed  to  the  Technology  Brokering  Prograa  but  we 
saist  resume  activity  to  prevent  serious  adverse  impact  to  the 
program's  operation.  Of  course,  we  will  continue  to  support  your 
inquiry  to  clear  up  and  correct  any  deficiencies  in  the  procese. 
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Hr.  Man  O'btfi 
Fiji  3 

DiCMbtr  6,  1991 


By  copies  of  this  letter,  Hr.  Garold  Stephenson  of  tba  DoDIC  aa  wall  aa 
tha  eooparatora  and  funding  agencies  whosa  projacta  hare  baan  af footed  by 
tba  DOO  suspension,  ara  haraby  informed  of  TVA’s  raauaption  of  Technology 
■rokering  contracting  actiona  beginning  December  9,  1991. 


Sincerely, 


ecs  Hr.  Floyd  A.  Aahdown,  Colonel,  USAP 
ASST  DIR,  UK  S  SVS  DCS  LOG  8  EMC 
Headquarters ,  Military  Airlift  Command , 
D.S.  Air  Force 
Attn i  Mr.  Cary  Dewerff/LZt 
Scott  AFB,  Illinois  (2225-5000 

LTC  J.  L.  Beamon,  Jr. 

Head,  Installations  Division 

U.S.  Marine  Corps  Air  Ground  Cos&at  Center 

Attm  Mr.  Bdgar  A.  Foe 

Twentynina  Raima,  California  92278-5000 

Mr.  Terry  K.  Beane 
Vice  Freaident 

Brown  International  Corporation 
2103-A  Meat  Ferry  Nay 
Huntsville,  Alabama  35801 

Dr.  Harold  B.  Buie 
General  Manager 
System  Technology  Associates 
1002  Coronado  Drive 
Huntsville,  Alabama  35802 

Ralph  L.  Burkhart 
Lieutenant  Colonel,  Infantry 
ASSS  Project  Offiear, 

CIRC' a  Initiative  Group 
Headquarters,  Onited  States  Forces,  Korea 
APO  San  Francisco  9(301-0010 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


COMPTROLLER  OF  THE  DEPARTMENT  OF  DEFENSE 
WASHINOTON.  DC  tOSSM  l»  . 


D£C  1 7 1991 


Mr.  V.  t.  Willis 

President,  Beseurees  Croup 

Tennessee  Valley  Authority 

400  W.  Sunni t  Bill  Drip#  (IT-12B-B) 

Knoxville,  Tennessee  37902-1400 

Dear  Mr.  Wlllisi 

Thank  you  for  your  lsttsr  of  December  f,  1001,  inforalng  at 
of  your  intent  to  resune  contracting  actions  nscsssary  to 
obligata  tha  additional  Department  of  Dafansa  funds  received 
under  tha  prograa  in  fiscal  year  1001. 

Tha  Inspector  General,  Dapartaant  of  Defense  inforas  aa  that 
those  contracting  actions  listed  in  tha  enclosure  have  not  bean 
properly  authorised  within  DoD.  Therefore,  Z  ask  that  tha 
Tennessee  Talley  Authority  refrain  from  further  contract  activity 
on  these  actions  until  additional  guidance  is  provided  by  this 
office. 

Cordially, 


Sean  O'Keefe* 


Enclosure 
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UNDER  SECRETARY  OF  DEFENSE  FOR  ACQUISITION  MEMORANDUM 
ON  INTERAGENCY  ACQUISITIONS 


THC  UNDER  SECRETARY  Of  DCfCNM 
WAJHINOTOH.eC  I*  IS  I 


15  OCT  W 


MDORWTOUM  ro*  *  tew:  T AWES  or  THE  KILITAM  DEFARIMEWTS 

ATTENTION:  SERVICE  ACQUISITION  EXECUTIVES 
DIRECTORS  Of  THE  DEFENSE  AGENCIES 

SUBJECT:  Contracting  Through  Interagency  Agreements 


Tha  Department  of  Dafansa  Inspector  Ganaral  (DoOIC)  racantly 
initlatad  anothar  audit  of  contracting  through  Intaragancy 
agreements.  Ia  thla  instance,  tha  Department'*  usa  of  such 
agreements  to  obtain  contracting  support  free  tha  Tannassaa  Vallay 
Authority  (1VA) ,  undar  thalr  Tachnology  Brokering  Program,  Is  balng 
scrutlnlzad.  Tha  audit  Is  to  determine  whether  DoO's  usa  of  TVA's 
program  Is  appropriate,  justified,  and  approved  (as  prescribed  by  tha 
federal  Acquisition  Regulation  and  Dafansa  Fadaral  Acquisition 
Regulation  Supplement).  Tha  audit  will  also  datanalna  whether  or  not 
tha  procedures  used  vara  adequate  to  protect  tha  DoO's  interests; 
whether  internal  controls  over  these  procurements  were  adequate;  and 
whether  tha  Department'  a  year-end  spending  policies  ware  violated. 

Regardless  of  tha  outcome  of  this  audit,  I  think  it  necessary  to 
reinforce  our  policies  regarding  'contract  offloading."  In  a  Kay  10, 
1990,  memorandum,  tha  Principal  Deputy  Assistant  Secretary  of  Defense 
(Production  and  Logistics),  cited  two  similar  DoDIG  audits  which 
found  problems  in  the  use  of  the  offloading  technique.  In  your 
responses  to  the  DoDIG  on  those  audits  (involving  the  Library  of 
Congress  and  the  Department  of  Energy),  you  agreed  to  pursue 
corrective  actions  to  minimise  the  risk  of  orders  for  interagency 
acquisitions  being  placed  by  unauthorized  DoO  program  officials. 

Please  ensure  that  you  have  completed  those  corrective  actions  and 
verify  that  you  have  established  effective  -procedures  to  control  the 
inappropriate  use  of  Interagency  contracting  support. 

Early  input  from  the  DoDIG  indicator  that  we  may  atlll  have  s 
problem.  X  want  to  oneure  that  we  are  not  la  violation  of  the 
regulations  governing  the  use  of  Interagency  agreements;  that  ve  are 
net  paying  other  agencies  to  sxscuts  contracting  function*  that  we 
should  be  performing  ourselves;  snd  that  w#  srs  not  using  TVA,  or  any 
other  agency,  to  circumvent  our  own  year-end  spending  policies. 

Tbs  Attached  listing  of  "funding  agendas"  was  provided  by  the 
qVA  Inspector  General's  offics.  We  ars  providing  It  for  your  us*  In 


•ee*H*«*«ee 
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UNDER  SECRETARY  OF  DEFENSE  FOR  ACQUISITION  MEMORANDUM 
ON  INTERAGENCY  ACQUISITIONS  (Cont'd) 


reviewing  your  participation  in  the  transfer  of  DoO  funds  and 
contracting  responsibilities  to  tha  TVA. 

I  trust  you  will  take  aggressive  action  to:  (1)  ensure  that 
program  officials  are  trained  in  the  appropriate  use  of  intera9encv 
contracting  agreements;  (2)  remind  program  officials  that  the 
contracting  officer  must  approve  the  use  of  such  interagency 
agreements;  and  (3)  establish  internal  controls  to  assure  compliance 
with  established  policies  and  procedures. 


Attachment 

cc: 

Director,  Defense  Research  and  Engineering 

Comptroller 

Inspector  General 

Director,  Administration  and  Management 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY 


Ob  2b»002  ICC  U  »  PP  UUUU 
HIM  RASH  >C  //UPP-PP// 

rntir 
t!(  MID 
All  MINI 
All  7R0I 

MIA  NASH  1C  //SAR)-ZR/SAR)-2E/SAR)-ZC/SARI-2S/SAR)-2T/ 
SAA)-PC/SfA)-ZR// 

PASS  T0  ALL  IKAI  OfflCES,  COflPTROLLERS/RESOURCE  flANACERS  AN) 
finance  an»  accountinc  orr ICES 

UNCLAS 

SUtJCCTi  CONTRACT  OfPLOARINC  TO  TENNESSEE  VALLEY  AUTHORITY  ( TVA) 

a.  srR)-RP  ncnoRANiun  rater  January  in,  mi-  signer  iy 

HONOR AtLE  STERNER  I.  CONVCR,  ASA(R)A),  SUIJECTi  CONTRACT  OTf LOARINC . 

0.  AU01T  Of  )0)  PROCURCfltNTS  THROUCH  THE  TENNESSEE  VAUtY  AUTHORITY 
(TVA)  TECHNOLOGY  IAOKERINC  PROCRAN,  RORIC  PROJECT  NO.  JCH-SOOJ, 

OCTOOCR  mi' 

l.  INITIAL  INfORflATION  6CNERATE)  UNRER  REf ERCNCE  •  REVEALS  CONTINU- 
INC  inPROPCR  OfflOAIINC  PRACTICES  AN)  POSSItLC  SCRIOUS  VIOLATIONS  IY 
ARnr  ACTIVITIES,  TO  IRCLURC  H0)A  AN)  PEOS/PNOS-  THESE  PRACTICES 
bust  cease  inntHATELY! 

COnCtACK  COPY  SAR)-PP 

JOHN  *•  CONCLIi,  CR-ll'  SARR-PP 
X707«J 

STEPHEN  K <  CORVER,  ASA< R)A ) 

UNCLASSIf IE) 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNRRSRF 
VALLEY  AUTHORITY  (Cont’d)  - - 


UNCLASSIPIE) 

02  Ob  UUUU 

2.  PEN)ING  REVISION  OP  )0)/ARMY  PECULATIONS,  ALL  MIPRS  TO  N0N-)0) 
AGENCIES,  AN)  RELATE}  INTERAGENCY  AGREEMENTS ,  SHALL  RE  APPROVE) 

IN  NRITINC  IY  AN  ARMY  CONTRACTING  OPPICER,  WHO  SHALL  CITE  THE 
AUTHORITY  USE),  AN)  SHALL  RE  REVIEW!)  RY  LEGAL  COUNSEL •  ir  THE 
CCONOHY  ACT  (3)  U.S.C.  1535)  IS  THE  AUTHORITY  POR  THE  ACTION,  AN 
ARMY  CONTRACTING  OPPICER  SHALL  MAKE  THE  )ETERHINATION  REQUIRE)  BY 
PAR/)PARS  17-502,  CERTIPY  TO  SAME  ON  THE  ))  PORM  MM A  (MIPR),  AN) 
ENSURE  THAT  THC  PROPOSE)  MIPR  IS  REVIEW!)  AN)  ANNOTATE)  BY  LEGAL 
COUNSEL.  MIPRS  ARE  NOT  AUTHORIZE)  P OR  )ISPATCH  UNLESS  AN)  UNTIL 
APPROVE)  AS  REQUIRE)  HEREIN.  OrPICIALS  CERTIPYINC  TO  THE  AVAIL¬ 
ABILITY  OP  PUN)S  TO  BE  TRANSPERRE)  TO  N0N-)0)  ACENCY  RY  A  MIPR 
(E.G.,  PEO/PM  RESOURCE  MANAGERS)  SHALL  BE  RESPONSIBLE  POR  ENSURING 
COMPLIANCE  WITH  THIS  REQUIREMENT.  HQ)A  (SAPM  AN)  SAR)A )  HILL 
SPONSOR  CHANGE  TO  )0)  PINANCE  SERIES  REGULATIONS  AN)  ANY  )ELEGATIONS 
OP  COMPTROLLER  AUTHORITY,  AS  APPROPRIATE,  TO  CITE  THIS  RESPONSIBILITY. 

3.  IN  THIS  RECAR),  I  NOUL)  LIKE  A  )ETAILE)  REPORT  PROM  ANY  PROGRAM/ 
PROJECT  MANAGER,  REQUIRING  ACTIVITY  MANAGER,  COMHAN)£R,  STAPP  OR 
ACTIVITY  OIRECTOR  HHOSE  ORGANIZATION  MAS  SENT  HORK/PUN)S  TO  TVA  IN 
PYMO  OR  PYM1 .  THE  REPORT  SHALL  PROVDE  INPORMATION  ONI 
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uNCimino 

•i  ov  uuvu 

a.  tnc  *atuie  w  tat  a«ac  u  mxvciAiics  aciucsrtit 
a.  rrac  «»>  u*ukt  tr  ru*tx  xavnvcn 
c.  «atio»»u  f«»  mtCTiaa  tr  Tv*  *S  tmc  jouicc  tr  turntn 
l  vHCTMt*  ♦»  *»r  *1  ccohabt  act  »cutnxa*u«N  act  r*a  iuimit 
»?.*>  a*J  mvaealt  tucuTti  *a»  apmivo  ar  *  c»»t**<tx«  trrictt  it 
acauiac*  ar  »m«xt  'titan  *c#uxsitx»»  *teui*n»«  luMicntar  (»ruj> 

1 17.  ton 

t  tmc  *n«uNT  tr  Iimi  o*  attCCntaT  ftt(l)  Mt  t*  tv«i 
r.  omcthc*  tn  i«rca*ccacr  *c«ctntaT  »ith  tv*,  o*  thc  riutrci 
tf  thc  acauiaimat  ITttLf  U  tv*.  v*X  it  thi  «rau£XTj« 

ACTIVITVX  LffiAl  <WICl  4*1  THC  ASSXCNCt  C»*TIACTINC  »ffXCt  *X 

acauxaci  it  atrtatacc  *.  acacms  smau  ic  moviki  *y  thc  hast 
cxaoxTious  nc*«x  hiiuik  ((.«..  fl|«/f**>  r*  trii  if  *•  latck 

THAN  JAHUAIT  SO.  ill*. 

a.  AS  THC  aaht'X  a«c*ct  hca>  r«a  ACJUISITiaa  h*ttc*x.  ami  thc  **«r 
ACaUISITI**  CAICUTIU.  I  A*  01 T In* TCIT  ACIACNIIIlC  fe*  THC 

-aciuisitian-  «*<Ttctx  tr  *it  *«nr  activities.  u*autmo*izc>  ami 
Xtt-C0HJI*C«C»  •"imiac  tr  *abt  *c«uisit]»n  *t«ul*tnc*TS  t#  #the« 

ACCHC1CS.  A»«t:COU*«IT  T#  *CtN<lCX  Ml  tUinCT  T»  the  rcifftAl 
ACaUlXITIA*  «CCUl*TIA«  AR»  THC  COHACTXTIAN  in  C»*TAaCTIN{  ACT  ICIC4J 


APPENDIX  || 

Pugc*  I  of  I 


46 


ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont'd) 


UNCLASSIFIED 

ON  Ok  UUUU 

(THUS  CIRCURVCNTIN6  THE  CORPCTITXON  REOUIRERENTS  OF  CICA),  ARC 
ACTIONS  CLEARLY  CONTRARY  TO  POLICY  AND  REGULATION.  THEY  COST  THE 
ARRY  niLLIONS  OF  DOLLARS  IN  FEES  FOR  PCRFORRANCC  OF  A  FUNCTION 
(CONTRACTING)  THAT  HE  ALREADY  PAY  A  HIGHLY  TRAINED'  PROFESSIONAL 
STAFF  TO  PERFORfl  PROPERLY.  IN  ADDITION,  BECAUSE  TVA  ROUTINELY 
REQUESTS  ADVANCE  "PAYRENT"  (ACTUAL  TRANSFER  OF  FUNDS)  IN  ADVANCE 
OF  CONTRACT  REtfUIREflENTS ,  THE  TREASURY  CANNOT  AVOID  INTEREST 
PAYRENTS  ON  THOSE  BORROWED  FUNDS  PRIOR  TO  DISBURSEBENT,  WHICH  IT 
WOULD  IF  THE  FUNDS  RERAINED  WITHIN  DOD.  UNLIKE  RANY  FEDERALLY 
FUNDED  RESEARCH  AND  DEVELOPRENT  CENTER  (FFRDC)  ARRANCERENTS ,  THERE 
IS  NO  RESTRICTION  ON  DIRECT  ARRY  CONTRACTING  WITH  TVA’S  CONTRACTORS , 
IF  JUSTIFIABLE.  YET  NO  APPARENT  ATTERPT  WAS  RADE  TO  CONTRACT 
DIRECTLY  WITH  THESE  CORHERCIAL  FIRRS  THROUGH  ASSIGNED  CONTRACTING 
SUPPORT  OFFICES. 

S.  TRANSFERS  OF  EXPIRING  FUNDS  IN  THE  NTH  tfUARTER  OF  THE  FISCAL 
YEAR  WITH  THE  PRINCIPAL  PURPOSE  OF  ACHIEVING  TECHNICAL  OBLIGATION 
AND  "DIS8URSEHENT"  OF  THOSE  FUNDS  UNDER  GUISE  OF  THE  ECONORY  ACT, 

AND  ABSENT  APPROVALS  REOUIRCD  BY  DOD  AND  ARRY  REGULATIONS,  IS  A 
CLEAR  VIOLATION.  IN  SORE  CASES  EXPIRING  0»R  FUNDS  WERE  TRANSFERRED 
FOR  USE  FOR  REflUIRERENTS  TO  BE  ORDERED  AND  PERFORRED  IN  THE  NEXT 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 


ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 


VALLEY  AUTHORITY  (Cont’d) 


10 

OS  0W  wuu 

f  If  CAL  YCAR«  N  fM  CAPITAL  C*PCN)ITURCS.  IT  Hit  APPCARS  THAT 
insufficient  rcouiicrcnts  itatcrcnts  mcrc  provdo  to  the  tva. 

WITHOUT  A  CLEAR  SfATCRCNT  IP  ACIUIRCRCNTS  AN)  RCOUXRC)  KLIVCRAILCS, 
INCLOSING  REPORTS  AN)  APPROPRIATE  COST  AN)  PCRPORRANCC  RCPORTINCi 
THC  AC  CAN  »C  NO  TRACUIILITY  PROR  THC  VALUC  OP  MORE  RCOUIRC)  AN) 
NCCCIVC)  TO  THC  )0UAftS  UPCNK).  IN  AMITION,  ILLEGAL  PERSONAL 
fCRVXCCS  ARRANGCRCNTS  RAT  HAVE  RCSULTE). 

fc.  THC  LCGITIRATC  CHECKS  AN)  IALANCCS  OP  THC  KPCNSC/ARRY  PROCURCRCNT 
PROCESS  SCRVC  A  PURPOSE  ICYONI  PRUSTRATIN6  THOSC  RCOUIRORS  MHO  MANT 
EVERYTHING  -YCSTCRMY",  )UT  MHO  RCPUSC  TO  PLAN.  OR  TO  PRCP ARC 
•CONTRACT-AHC"  RCOOIRCRCNTS  STATCRCNTS.  IT  IS  THC  PUNCTION  OP  OUR 
HIGHLY  NCGULATE)  CONTRACTING  PROCCSS  TO  PROTCCT  THC  INTCRCSTS  OP  )0TH 
THC  ANHY  AN)  THC  TAXPAYERS  IN  THC  PUIIIC  TRUST  VHILC  ACOUIRINC  OUR 
VALI)  HISSXON  NCOS  AS  CPPCCTIVCIV  AS  POSSIHC  AN)  AT  THC  OCST  VAIUC 
PON  the  govcanrcnt. 

7.  EVERY  ARRY  CORRANOCR'  )IRCCTOR  AN)  RANAGCR  IS  ACCOUNTAOLC 
PON  THEIR  ACOUISITION  ACTIONS-  MC  CANNOT  APPOR)  TO  MORRY  RCRCIV 
AROUT  SPCNOINC  < 00LI6ATIN6)  OUR  SCARCE  PUN)Sl  VC  RUST  ACCCPT 
RESPONSItlLlTY  POR  VAlDATINC  OUR  NCOS*  HOM  RUCH  IS  SPENT,  AN)  THC 
VALUC  NCCCIVC).  MC  MIU  NOT  ICNORC  THC  LAM  AN)  REGULATIONS 
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liCCTQ'r&NT  qprRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 

n„  ,.„MT»ArT  OFFLOADTNG  TO  THE  TENNESSEE 

VALLEY  AUTHORITY  (Cont'd) 


UNCLASSiriC) 

Ob  Ob  uuuu 

POR  SORE  PERCEIVE)  SNORT  TERR  CAIN.  IP  HE  >0  NOT  MAINTAIN  MICH 
STAN)AR)S  IN  EXECUTING  OUR  PDUCIARY  RESPONSIBILITIES.  HE  SHALL  NOT 
•£  ENTRUSTS)  HITM  THOSE  RESPONSIBILITIES  AN)  AUTHORITY  IN  THE 
fUTURE.  IN  THE  PAST  I  ASXE)  POR  YOUR  COOPERATION  IN  PUTTING  A  STOP 
TO  THESE  PRACTICES.  NOH  I  RUST  )ERAN)  IT. 

«.  THE  POC  TOR  THIS  RESSACE  IS  RR.  JOHN  R.  CONKLIN.  SAR)-PP,  AT 
)SN  227*0723 .  CORfl'L  703/L17-0723 •  THE  POC  TOR  REPORTING  REQUIRE- 
HENTS  IS  HR.  RAY  KELLY,  SrR)-KP,  )SN  241-7SL3,  CORH'L  703/7SL-7SU3 . 
1.  SIGNE) <  STEPHEN  K.  CONVER,  ASSISTANT  SECRETARY  OT  THE  ARHY 
(RESEARCH,  OEVELOPHENT  AN)  ACQUISITION) ,  ARHY  ACQUISITION  EXECUTIVE- 
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ACTIVITIES  VISITED  OR  CONTACTED 
Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  of  Acquisition,  Washington,  DC 
Deputy  Director,  Defense  Research  and  Engineering  (Tactical 
Warfare  Programs) ,  Washington,  DC 
Director  of  Defense  Procurement,  Washington,  DC 
Assistant  Secretary  of  Defense  (Command,  Control, 

Communications,  and  Intelligence) ,  Washington,  DC 
Comptroller  of  the  Department  of  Defense,  Washington,  DC 

Department  of  the  Army 

Deputy  Assistant  Secretary  of  the  Army  (Procurement) , 

Washington,  DC 

U.S.  Army  Special  Operations  Command,  Fort  Bragg,  NC 

U.S.  Army  Office  of  the  Program  Executive  Officer,  Aviation, 

St.  Louis,  MO 

U.S.  Army  Information  Systems  Engineering  Command,  Fort 
Huachuca,  Arizona 

U.S.  Army  Test,  Measurement,  and  Diagnostic  Equipment 
Activity,  Redstone  Arsenal,  AL 
U.S.  Army  Missile  Command,  Redstone  Arsenal,  AL 
U.S.  Army  All  Source  Analysis  System  Project  Office,  McLean,  VA 
U.S.  Eighth  Army,  Seoul,  Korea 

Office  of  the  DoD  Executive  Agent  for  Asset  Management, 

St.  Louis,  MO 

U.S.  Army  Information  Processing  Center,  Fort  Belvoir,  VA 
U.S.  Army  Laboratory  Command,  Adelphi,  MD 

U.S.  Army  Military  Command  Systems  Integration  and  Management 
Activity,  St.  Louis,  MO 

U.S.  Army  Human  Engineering  Laboratory,  Aberdeen  Proving 
Ground ,  MD 

U.S.  Army  Office  of  the  Program  Executive  Officer,  Standard 
Army  Management  Information  Systems,  Fort  Belvoir,  VA 
U.S.  Army  Engineer  Division,  Huntsville,  AL 
U.S.  Army  Armament,  Munitions  and  Chemical  Command, 

Rock  Island,  IL 

Headquarters,  U.S.  Army,  6th  Infantry  Division  (Light)  and 
U.S.  Army  Garrison,  Alaska,  Fort  Wainwright,  AK 
U.S.  Army,  Europe,  and  Seventh  Army,  Heidelberg,  Germany 
U.S.  Army  Toxic  and  Hazardous  Materials  Agency,  Aberdeen  Proving 
Ground,  MD 

U.S.  Army  Strategic  Defense  Command,  Huntsville,  AL 
Vicksburg  District,  U.S.  Army  Corps  of  Engineers,  Vicksburg,  MS 
Little  Rock  District,  Corps  of  Engineers,  Little  Rock,  AR 
Program  Manager  for  Rocky  Mountain  Arsenal,  Commerce  City,  CO 
Headquarters,  Fort  Devens,  Fort  Devens,  MA 
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ACTIVITIES  VISITED  OR  CONTACTED  (Cont'd) 

Department  of  the  Army  (Cont'd) 

Lexington-Blue  Grass  Army  Depot,  Lexington,  KY 
I  Corps  and  Fort  Lewis,  Fort  Lewis,  WA 

U.S.  Army  Chemical  Research,  Development  and  Engineering  Center, 
Aberdeen  Proving  Ground,  MD 

Department  of  the  Navv 

Director,  Procurement  Policy,  Office  of  the  Assistant  Secretary  of 
the  Navy  (Research,  Development  and  Acquisition) ,  Arlington,  VA 
Naval  Ship  Systems  Engineering  Station,  Philadelphia,  PA 
Naval  Aviation  Depot,  Naval  Air  Station,  Pensacola,  FL 
Space  and  Naval  Warfare  Command,  Arlington,  VA 

Naval  Electronic  Systems  Security  Engineering  Center,  Washington,  DC 

Naval  Coastal  Systems  Center,  Panama  City,  FL 

Long  Beach  Naval  Shipyard,  Long  Beach,  CA 

Navy  Pacific  Missile  Test  Center,  Point  Mugu,  CA 

Naval  Sea  Systems  Command,  Washington,  DC 

Naval  Civil  Engineering  Laboratory,  Port  Hueneme,  CA 

Headquarters,  Military  Sealift  Command,  Washington,  DC 

David  Taylor  Research  Center,  Annapolis,  MD 

Navy  Submarine  Maintenance  Engineering,  Planning  and  Procurement 
Activity,  Portsmouth,  NH 
Naval  Air  Systems  Command,  Arlington,  VA 
Naval  Undersea  Warfare  Engineering  Station,  Keyport,  WA 
Naval  Air  Station,  Corpus  Christi,  TX 

Marine  Corps  Air  Ground  Combat  Center,  Twentynine  Palms,  CA 
Department  of  the  Air  Force 

Acquisition  Management  Policy  Division,  Office  of  the  Assistant 
Secretary  of  the  Air  Force,  (Acquisition) ,  Washington,  DC 
Wright  Laboratory,  Eglin  Air  Force  Base,  FL 

Aeronautical  Systems  Division,  Wright-Patterson  Air  Force  Base,  OH 

Tactical  Air  Command,  Langley  Air  Force  Base,  VA 

National  Guard  Bureau,  Andrews  Air  Force  Base,  DC 

Electronic  Systems  Division,  Hanscom  Air  Force  Base,  MA 

Military  Airlift  Command,  Scott  Air  Force  Base,  IL 

Air  Force  Flight  Test  Center,  Edwards  Air  Force  Base,  CA 

Pacific  Air  Forces,  Hickam  Air  Force  Base,  HI 

Warner  Robins  Air  Logistics  Center,  Robins  Air  Force  Base,  GA 
Headquarters,  92D  Support  Group,  Fairchild  Air  Force  Base,  WA 
Headquarters,  62 D  Combat  Support  Group,  McChord  Air  Force  Base,  WA 
Oklahoma  City  Air  Logistics  Center,  Tinker  Air  Force  Base,  OK 
Sacramento  Air  Logistics  Center,  McClellan  Air  Force  Base,  CA 
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ACTIVITIES  VISITED  OR  CONTACTED  (Cont'd) 

Department  of  the  Air  Force  (Cont'd) 

Headquarters  834th  Air  Base  Wing,  Hurlburt  Field,  FL 
San  Antonio  Air  Logistics  Center,  Kelly  Air  Force  Base,  TX 
Air  Force  Center  for  Environmental  Excellence,  Brooks 
Air  Force  Base,  TX 

OTHER 

Headquarters,  Tennessee  Valley  Authority,  Knoville,  TN 
Headquarters,  Defense  Logistics  Agency,  Cameron  Station, 
Alexandria,  VA 

U.S.  Southern  Command,  Quarry  Heights,  Republic  of  Panama 
U.S.  European  Command,  Stuttgart-Vaihingen ,  Germany 
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PROJECTED  SAVINGS  FROM  CANCELING  ORDERS  WITH  TVA 


Action 


Funds  on  orders  withdrawn  from  TVA 

Recoupment  of  TVA  brokerage  fee 
if  remaining  orders  in  Appendix  A 
are  canceled 

Value  of  remaining  interagency 
orders  in  Appendix  A,  less  the 
TVA  brokerage  fee  on  the  orders 


Projected  savings 

(in  millions) 

$  5.9^ 


7.3^/ 


84.2 


Total  $97.4 

^  The  following  activities  withdrew  orders  totaling  $5,891,000 
from  the  TVA  as  a  result  of  our  audit. 


AMOUNT  DEOBLIGATED 


Military  Sealift  Command  .  $1,000,000 

U.S.  Army  Special  Operations  Command  .  200,000 

Pacific  Missile  Test  Center  .  497,000 

Naval  Electronics  Systems  Security 

Engineering  Center  .  500,000 

U.S.  Army  Human  Engineering  Lab  .  99,000 

U.S.  Forces  Korea  .  1,000,000 

Air  Force  Systems  Command,  Aeronautical 

Systems  Division  .  150,000 

U.S.  Army,  Europe  .  140,000 

U.S.  Army  All  Source  Analysis  System 

Project  Office  .  2,200,000 

U.S.  Army  Laboratory  Command, 

Harry  Diamond  Laboratories  .  105,000 


The  amount  includes  $1.7  million  of  interagency  orders  issued 
prior  to  August  1991. 

^  This  amount  represents  the  brokerage  fee  on  orders  with  a 
total  of  $91.5  million  that  were  issued  during  August  and 
September  1991  and  had  not  been  withdrawn  as  of  January  15,  1992. 
The  amount  of  the  brokerage  fee  on  each  order  ranged  from  5  to  10 
percent,  and  averaged  about  8  percent  of  the  total  amount  of  the 
orders . 
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POTENTIAL  BENEFITS  RESULTING  FROM  AUDIT 


Recommendation 

Reference 

1. ,  2 . ,  3 . 

and  4 . 

5. 

5. 


Description  of  Benefit 


Economy  and  efficiency. 
Avoid  unnecessary  use 
of  interagency  orders 
to  support  DoD  projects. 


Internal  control  and 
compliance  with  regu¬ 
lations.  Development  of 
a  form  that  requires 
approval  of  contracting 
officer  prior  to  procure¬ 
ments  made  through 
interagency  orders. 

Internal  control . 
Information  on  orders 
canceled  and  disciplinary 
action  taken  is  needed 
for  followup  on 
Recommendations  1.,  2.,  and 


Amount  and/or 
Type  of  Benefit 


Funds  put  to 
better  use  in 
the  amount  of 
$13.2  million. 
An  additional 
undetermined 
amount  may 
occur  of  up  to 
$84.2  million. 


Nonmonetary 


Nonmonetary 
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REPORT  DISTRIBUTION 


Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  for  Acquisition 
Director,  Defense  Research  and  Engineering 
Director  of  Defense  Procurement 

Assistant  Secretary  of  Defense  (Command,  Control, 
Communications  and  Intelligence) 

Assistant  Secretary  of  Defense  (Public  Affairs) 

Comptroller  of  the  Department  of  Defense 

Director,  Defense  Contracted  Advisory  and  Assistance  Services 


Department  of  the  Army 


Secretary  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management) 
Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition) 

Department  of  the  Navy 


Secretary  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management) 
Assistant  Secretary  of  the  Navy  (Research,  Development  and 
Acquisition) 


Department  of  the  Air  Force 


Secretary  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management 
and  Comptroller) 

Assistant  Secretary  of  the  Air  Force  (Acquisition) 


Defense  Agencies 


Director,  Defense  Contract  Audit  Agency 
Director,  Defense  Logistics  Agency 

Non-DoD 

Office  of  Management  and  Budget 
Office  of  Federal  Procurement  Policy 

U.S.  General  Accounting  Office,  NSIAD,  Technical  Information 
Center 
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REPORT  DISTRIBUTION  (cont'd) 


Congressional  committees: 

Senate  Subcommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Services 
Senate  Committee  on  Governmental  Affairs 

Ranking  Minority  Member,  Senate  Committee  on  Armed  Services 
House  Committee  on  Appropriations 

House  Subcommittee  on  Defense,  Committee  on  Appropriations 
Ranking  Minority  Member,  House  Committee  on  Appropriations 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Operations 
House  Subcommittee  on  Legislation  and  National  Security, 
Committee  on  Government  Operations 

Inspector  General,  Tennessee  Valley  Authority 
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MANAGEMENT  COMMENTS:  DIRECTOR,  DEFENSE  RESEARCH  AND  ENGINEERING 


Final  Report 
Page  No. 


DIRECTOR  OF  DEFENSE  RESEARCH  AND  ENGINEERING 


WASHINGTON.  DC  201010010 


■  fci  <  n?J  J* 


MD40RANDUM  FOR  THE  DEPARTMENT  OF  DEFENSE  INSPECTOR  GENERAL 
SUBJECT:  Project  Ho.  2CH-5003.01 

This  is  in  rcsponss  to  your  Draft  PuicX -Reaction  Report  on 
DoD  Procurements  through  the  Tennessee  Valley  Authority  (TVA) . 

Of  ths  $106,471,747.00  in  contracts  that  you  rafsr  to,  DDRiE 
issued  ona  $10,000.00  MIPR  on  August  7,  1991.  The  contract  was 
for  a  four-month  effort  to  produce  a  report  in  support  of  s 
Congressionally-directmd  program.  This  was  not  an  attempt  to 
transfer  expiring  funds.  It  was  a  necessary  and  legitimate 
business  practice  used  to  maintain  prograa  continuity.  In 
response  to  your  recommendations: 

la.  "Cancel  all  interagency  orders  to  the  Tennessee  valley 
Authority  listed  in  Enclosure  2  that  have  not  been  placed  on 
contract  or  that  have  letters  of  commitment  to  contractors  but 
where  no  costs  were  incurred." 

...  x  concur.  The  single  DDRiE  MIPR,  DWAM10141,  expired 
31  December.  I  have  no  plans  to  renew  it. 

lb.  "Determine  the  appropriateness  of  terminating  or 
reducing  interagency  orders  where  the  Tennessee  Valley  Authority 
has  only  issued  letters  of  commitment  to  contractors  and  ensure 
proper  funding  is  used  on  any  contracts  that  are  awarded." 

-  I  concur.  The  single  MIPR,  DHAM10141,  has  expired  after  a 

contract  was  awarded  with  proper  funding  which  has  been  expended. 
Responsibility  for  the  program  supported  by  this  contract  has 
been  transferred  to  the  Assistant  Secretary  of  Defense  for 
Command,  Control,  Communications  and  Intelligence. 

Id.  "Initiate  disciplinary  action  against  program  officials 
who  exceeded  their  authority  by  placing  interagency  orders  with 
the  Tennessee  Valley  Authority." 

-  I  concur.  The  single  MIPR,  DWAM10141,  was  placed  with  the 

Tennessee  Valley  Authority  in  full  compliance  with  the  Federal 
Acquisition  Regulation  and  the  Defense  Federal  Acquisition 
Regulation  supplement  and  complies  with  all  internal  Office  of 
the  Secretary  of  Defense  and  Washington  Headquarters  Services 
Regulations  and  Instructions.  The  MIPR  was  reviewed  and  approved 
by  all  the  appropriate  authorities.  No  disciplinary  action  is 
necessary  as  authority  was  not  exceeded. 


I4fa— 

Victor  H.  Reis 
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MANAGEMENT  COMMENTS: _ DIRECTOR  OP  DEFENSE  PROCUREMENT 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 
WASHINGTON.  DC  SOSO t  -3000 


bAN  2  3  1992 


DP/CPA 


MEMORANDUM  FOR  DIRECTOR,  CONTRACT  MRNAGEMENT  DIRECTORATE,  INSPECTOR 
GENERAL,  DEPARTMENT  OF  DEFENSE 

SUBJECT:  Draft  Quick-Reaction  Report  on  DoD  Procurements  Through  the 
Tennessee  Valley  Authority  (Project  No.  2CH-5003.01) 


Although  the  subject  report  did  not  recommend  any  corrective 
actions  for  consideration  by  my  office,  I  want  to  address  the 
recocmendation  concerning  the  use  of  Military  Interdepartmental 
Purchase  Requests  (DD  Form  448)  and  similar  forms  to  order  goods  and 
services  under  the  Economy  Act. 

I  concur  in  principle  with  your  recommendation  and  will  ask  the 
DAR  Council  to  make  the  following  changes:  (1)  Develop  DFARS 
language  requiring  the  Department  to  use  only  the  DD  Form  448  to 
place  orders  under  the  Economy  Act.  FAR  17.504(b)  currently 
indicates  that  an  order  under  the  Economy  Act  may  be  placed  on  any 
form  or  document  that  is  acceptable  to  both  agencies.  (2)  Modify  the 
DD  Form  448  to  add  a  signature  block  for  the  cognizant  contracting 
officer.  This  signature  will  indicate  a  determination  under  FAR 
17.502  that  the  order  being  placed  under  the  Economy  Act  is  in  the 
government's  best  interest.  (3)  Amend  DFARS  217.502  to  indicate  that 
the  contracting  officer  is  required  to  sign  the  DD  Form  448  when  an 
order  is  being  placed  under  the  Economy  Act. 

We  believe  these  changes  to  the  DD  Form  448  and  DFARS  are 
responsive  to  your  recoranendation  and  hope  it  will  alleviate  the 
placing  of  orders  under  the  Economy  Act  without  contracting  officer 
scrutiny. 

Eleanor  R.  Spector 
Director,  Defense  Procurement 
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ItUSMl  to  DOPIG  Recommendations  Bt*£TUBtd  1«  the  Draft 
Oulch-Reactlon  Report  on  DoD  Procurements  Through  th*  laaomi 
v»inv  Authority  (Ho1«rt  wo.  acM-sooa.ol) 

Recommendation: 

a.  Caneal  all  interagency  order*  to  th*  Tannassaa  Valley 
Authority  Hated  In  Enclosure  2  that  have  net  bean  placed  on 
contract  or  that  hava  lottara  of  commitment  to  contractors  but 
where  no  costa  were  incurred. 

Response :  Do  not  concur  with  recouended  action  regarding  MI PR 
DM AMI 0141  dated  August  7,  19fl  for  a  $10X  effort.  Th*  effort 
addresses  a  specific  requirement  which  arose  in  the  summer  of 
1*»1.  We  contacted  tha  Tennessee  Valley  Authority  (TVA)  to 
determine  if  the  referenced  interagency  order  had  been  placed  on 
contract.  TVA  has  accepted  the  Interagency  order,  prepared  the 
required  documents  between  TVA  and  the  Office  of  the  Secretary  of 
Defense  (OSD),  and  received  payment  froa  the  Departsent  of 
Defense  (DoD) .  At  this  time,  TVA  has  not  issued  the  suppleaental 
agreement  to  the  contractor  under  th*  existing  contract.  The 
issuance  of  the  suppleaental  agreeaent  did  not  occur  becauae  of 
two  factors.  Th*  first  factor  was  that  other  interagency  orders 
being  handled  by  TVA  took  priority  over  th*  OSD  interagency 
order.  Th*  second  factor  was  that  by  th*  tin*  th*  OSD 
interagency  order  priority  was  reached,  th*  Defense  Comptroller 
requested  that  TVA  place  a  freer*  on  th*  procesaing  of  all 
interagency  requests  received  during  th*  period  of  August  through 
September  of  1*91. 

We  do  not  feel  that  it  is  appropriate  for  OSD  to  issue  a 
deobligating  interagency  order  to  deobliqat*  these  funds  because 
the  interagency  order  was  issued  in  accordance  with  the 
requirements  of  the  Federal  Acquisition  Regulation  (FAR)  and 
Department  of  Defense  FAR  Supplement  (DFAR)  as  well  as  th* 
memorandum  of  understanding  between  TVA  and  OSD  and  th*  Economy 
Act.  Th*  request  for  th*  Interagency  order  was  issued  by  th* 
Program  Manager  and  approved  by  Contacting  Officer's  Technical 
Representative,  the  Director  of  the  Ravel  Warfare  and  Mobility 
Office,  and  th*  Deputy  Director,  Tactical  warfare  Programs  (Need 
of  the  Requiring  Activity) .  Th*  request  for  an  interagency  order 
was  approved  and  the  interagency  order  was  Issued  by  Washington 
Headquarters  Services  (WHS) .  Th*  interagency  order  was  approved 
and  issued  in  accordance  with  all  requirements  of  the  FAR  and 
DFAR  and  th*  appropriate  determinations  for  us*  of  TVA  and  the 
interagency  order  was  made. 

Recommendation: 

b.  Determine  th*  appropriateness  of  terminating  or  reducing 
interagency  orders  where  th*  Tennessee  Valley  Authority  has  only 
issued  letters  of  commitment  to  contractors  and  ensure  proper 
funding  is  used  on  any  contracts  that  are  awarded. 


Final  Repc 
Page  No. 


17 


APPENDIX  K 
Page  2  of  4 


65 


MANAGEMENT  COMMENTS:  ASSISTANT  SECRETARY  OF  DEFENSE  (COMMAND, 
CONTROL.' COMMUNICATIONS  AND  INTELLIGENCE  (Cont'd)  _ 


Response :  Concur  with  recoaaended  action,  sine*  TV*  baa  not 
isauad  a  lattar  of  coaaitaant  for  this  interagency  ordar  no 
action  la  required  to  eenaldar  tba  termination  or  raduction  of 
the  commitments  aada  by  TV*  for  tba  intaraganey  ordar  liatad  in 
Encloaura  2.  An  Intaraganey  ordar  daobllgating  tba  fundi  would 
not  ba  appropriate  ainca  tba  intaraganey  ordar  was  laauad  in 
coapl lance  with  appropriate  regulationa  and  accaptad  and 
proceeeed  by  TV*. 

Recommendation : 

c.  Prohibit  placeaent  of  raquaata  for  aupplaoantal  work  under 
existing  intaraganey  agraaaanta  if  not  proparly  approved  by  a  DoD 
contracting  officer,  (and/or  other  official  designated  bv  tha 
Economy  Act,  tba  FA*  and  daoartaantal  racrulatlona_ln  accordance 
with  tha  prxa  Subpart  217.51 

Response:  Concur  with  recommendation  aa  aoandad.  Based  on  tha 
requirements  of  tha  Economy  Act,  tha  FAR,  DFAR,  and  tha 
Memorandum  of  Understanding  between  OSD  and  TV*;  all  raguasta  for 
auppleaantal  work  under  axiating  interagency  agraaaanta  will  ba 
issued  with  the  appropriate  authorizing  officials  review  and 
aignature.  In  the  case  of  OSD,  this  will  include  approval  by  tha 
Head  of  the  Reguesting  Activity  (or  his  designee)  and  WHS.  Tha 
approval  docuaents  will  accompany  all  intaraganey  orders  to  TV* 
for  thair  records. 

Recoaaendatlon: 

d.  Initiate  disciplinary  action  against  prograa  officials  who 
exceeded  their  authority  by  placing  interagency  orders  with  the 
Tennessee  Valley  Authority. 

Response:  Concur  with  recoaaended  action.  A  review  of  the 
procedures  followed  and  approvals  obtained  to  issue  the 
interagency  orders  to  TV*  revealed  that  all  interagency  orders 
Issued  under  the  prograa  were  issued  in  accordance  with  tha 
requireaents  of  tha  FAR  and  DFAR  and  that  no  prograa  officials 
exceeded  their  authority.  Therefore,  there  ia  no  need  for 
disciplinary  action  to  be  taken.  To  ensure  that  no  confusion 
exists  with  tha  use  of  TV*  by  any  OSD  prograa  official,  the 
actual  issuance  of  the  HI PR  by  WHS  will  ba  sccoapanied  by  all 
required  documentation  showing  the  approvals  required  to  TV*. 

Recoaaendat ion : 

e.  Discontinue  the  use  of  Military  Intardepartaantsl  Purchase 
Requests  (DD  Fora  441)  and  siallar  fores  to  order  goods  and 
services  froa  other  Federal  agencies  and  develop  a  fora  that 
includes  a  sections  to  be  coapl atad  by  a  contracting  officer 
(and/or  other  official  designated  bv  tba  ■tcopoav  Act,  tha  FAR  and 
daoartaantal  regulations  in  accordance  with  tha  DFAR  Suboart 
217.S)  to  docuaant  coapl iance  with  the  Federal  Acquisition 
Regulation  and  tha  Defense  Federal  Acquisition  Regulation 
Suppleaent. 
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CONTROL,  COMMUNICATIONS  AND  INTELLIGENCE  (Cont'd) 


RtiponM :  Concur  with  racoaaandation  whan  aaandad  aa  in 
racoaaandation  c,  but  should  not  discontinua  usa  of  HIPR  until 
naw  fora  has  baan  davalopad  and  approvad. 
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DEPARTMENT  Of  THE  ARMY 
omct  o *  rm  assmtawt  kcut/uiy 

WASMNGTON,  DC  WlMfU 


17  JAN  892 


MEMORANDUM  FOR  INSPECTOR  GENERAL,  DEPARTMENT  OP  DEFENSE 
ATTN)  DIRECTOR,  CONTRACT  MANAGEMENT 

SUBJECT:  Draft  Ouiek-Raaetion  Report  on  DoD  Precureaents 
Through  tha  Tannataaa  Vallay  Authority 
(Projact  No.  2CH-S003.01) 


Dapartaant  of  Aray  coaaanti  on  aubjact  draft  audit 
raport  ara  aa  follow*: 

1.  Ezacutl va  Suaaary:  Tha  Aray  concura  with  tha  IG's 
lntarla  finding*  ragardlng  a  aatarlal  waaknaa*  in  lntarnal 
controla  that  did  not  praeluda  inappropriate  procedure*  in 
trancfarring  ragulraaant*  and  fund*  to  the  Tannataaa  Vallay 
Authority  (TVA)  in  Auguat  and  Saptaabar  1991.  Our  r**pon*e 
to  tha  Racoaaandation*  for  Corrective  Action*  1*  tat  forth 
below.  Additional  detailed  coaaant*  on  tha  Draft  Raport  ara 
at  Enclosure  1. 

2.  Response  to  Racoaaandation*  for  Corrective  Action*, 
page  9  of  tha  Draft  Raport: 

*a.  Cancel  all  interagency  order*  to  tha  Tannasaae 
Vallay  Authority  llatad  in  Enclosure  2  that  have  not  been 
placed  on  contract  or  that  have  latter*  of  coaaitaent  to 
contractors  but  where  no  costs  war*  incurred.* 

Response:  Concur  in  substance.  Racoaaand  that  this 
Racoaaandation  b*  reworded  a*  follow*  to  clarify  that  only 
unauthorised  or  iaproper  order*  are  required  to  be  cancelled: 

‘Cancel  all  interagency  orders  to  the  Tennessee  valley 
Authority  (TVA)  listed  in  Enclosure  2  that  are  unauthorised 
or  iaproper  and  that  have  not  been  placed  on  contract  by  TVA, 
or  that  have  TVA  letters  of  coaaitaent  to  contractors  but  no 
costs  have  been  incurred.* 

This  office  will  direct  that  all  Arsy-originated  orders 
to  the  TVA  in  August  and  Septeaber  1991,  not  effectively 
placed  on  contract  by  TVA,  and  not  processed  in  coapllance 
with  the  requireaents  of  the  Econoay  Act  and  DoD  appropria¬ 
tions  and  year-end  spending  policies,  be  cancelled  by  the 
requesting  Aray  activity.  It  is  anticipated  that  this  will 
be  coapleted  by  March  31,  1992. 
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■b.  Mtirila*  the  appropriateness  of  terminating  or 
rttfscia;  Interagency  erdtn  vbari  the  Tennessee  Valley 
Authority  baa  only  laauad  lattara  of  eoaaitaaat  to 
coatraetora  and  anaura  propar  funding  la  uaad  on  any 
contracts  that  arc  awarded.* 

Response:  Concur.  This  office,  in  coordination  with 
the  Assistant  Secretary  of  the  Aray  (financial  Management ) , 
will  ensure  review  of  all  such  orders/contraets  and,  when 
considered  appropriate,  request  their  terainatlon,  return  of 
unused  funds,  and/or  use  of  proper  funds.  It  is  estlaated 
that  this  action  will  be  coapleted  by  April  30,  1992. 

*c.  Prohibit  placeaent  of  requests  for  suppleaeatal  work 
under  existing  Interagency  agreeaeats  if  not  properly 
approved  by  a  DoD  contracting  officer.* 

Response:  Concur.  This  office  has  already  Issued 
direction  to  all  Aray  activities  that  will  require  approval 
of  a  contracting  officer  on  any  Interagency  agreeaent  with 
TVA  or  for  any  Military  Interdepartaental  Purchase  Order 
(MIPS)  proposed  to  be  sent  to  TVA  (or  any  other  agency 
outside  of  DoD).  A  copy  of  the  Aray  direction  is  at 
Enclosure  2.  In  addition  Aray  Regulation  (AM)  70-1,  Systeas 
Acquisition  Policy  —  Research,  Developaent,  and  Acquisition, 
is  being  revised  to  reiterate  this  policy  to  the  Aray 
acquisition  coaaunity.  (AX  70-1  implements  DoD  Directive 
5000.1,  DoD  Instruction  5000.2  and  DoD  Manual  5000. 2-M.) 

*d.  Initiate  disciplinary  action  against  prograa 
officials  who  exceeded  their  authority  by  placing  interagency 
orders  with  the  Tennessee  Valley  Authority.* 

Response:  Concur  in  part.  We  recoaaend  that  this 
recoaaendation  be  reworded  as  follows:  ‘After  a  review  of  the 
facts,  initiate  appropriate  disciplinary  action  against  those 
officials  who  knowingly  and  willfully  exceeded  their 
authority  by  iaproperly  authorising,  directing  or  effecting 
interagency  orders  with  the  Tennessee  valley  Authority.* 

After  a  substantive  review  of  the  orders  and  the 
rationale  and  procedures  used,  appropriate  disciplinary 
action  will  be  initiated  against  those  responsible  for 
violations,  because  of  the  number  of  activities,  and  the 
volume  of  orders,  involved,  we  anticipate  completion  of  this 
corrective  action  by  May  31,  1992. 
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*».  Discontinue  the  us*  of  Military  Interdepartmental 
Purchase  laqutiti  (00  Fora  441)  sad  similar  forms  to  ordor 
goods  sod  services  from  othar  P*d*ral  agencies  sad  develop  a 
fora  that  iaeludas  aactions  to  b*  completed  by  a  contracting 
offlcar  to  docuaaat  coapllaae*  with  tha  Padaral  Acquisition 
Regulation  aad  tb*  Dafansa  Padaral  Acquisition  Regulation 
Supplement.* 

Response:  Concur  in  substance.  Whether  th*  HIPR  fora 
Is  ravaapad  or  a  new  fora  devalopad,  this  is  not  an  action  to 
ba  takan  by  th*  Sarvic*  Acquisition  Executives,  but  Bust  be 
accomplished  within  tha  Office  of  tha  Secretary  of  Defense, 
to  apply  unlforaly  throughout  DoD.  in  tha  interim,  tha  Aray 
has  already  issued  direction  (Enel  2)  requiring  that  a 
contracting  officer  sign  on  the  DD  Fora  448  attesting  that 
the  Econoay  Act  determination  has  been  made  pursuant  to  the 
requirements  of  the  Defense  FAR  Supplement.  This,  in  turn, 
aust  be  verified  by  the  official  certifying  to  the 
availability  of  funds  to  be  transferred  via  tha  HIPR. 


The  active  cooperation  and  coordination  of  tha  resource/ 
financial  management  community  and  commanders  and  managers  at 
all  levels  is  deemed  essential  to  preclude  the  continued 
bypass  of  the  organic  DoD  contracting  community  through 
offloading  actions. 

Hany  of  the  individuals  responsible  for  offloading  and 
year-end  spending  violations  believe  they  are  acting  in  the 
best  interest  of  the  Army  to  timely  accomplish  their  assigned 
mission  with  dwindling  resources.  We  must  find  a  way  to 
raise  the  credibility  and  responsiveness  of  our  organic 
contracting  operations  in  addition  to  shutting  down  the 
'inappropriate*  short  cuts.  As  was  th*  case  with  both 
Department  of  Energy  and  Library  of  Congress  offloading,  TVA 
and  its  support  contractors  ('cooperators*)  actively 
advertised  their  quick  contracting  capability  and  solicited 
work  from  DoD  activities. 
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Although  thaaa  ei rcuaatancaa  do  not  aaeuaa  any  blatant 
wrongdoing  or  poor  judgaant,  thay  may  azplaln  In  part  tha 
action*  of  aany  wall-aaaning  aetlvitlat  fruatratad  by  a 
budgetary  proeac*  and  proeuraaant  ayataa  that  oftan  cannot 
raapond  to  raal-tiaa  naad*.  If  avary  action  ia  a  priority 
than  nona  of  thaa  ara,  azcapt  to  tha  individual  that  haa  tha 
raqui raaant . 


Staphan  R.  BurrftJ 

Acting  AaaiaWnt^ Sacratary  of  tha  Aray 
(Raaaarch,  Davalopaant  and  Acquiaitlon) 


Encloauraa 
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ADDITIONAL  C0MKMT1  fig  DAAPT  AUDIT  MAPQ1T 
(Project  Ho.  JCl-5001.01) 


I.  executive  luaaary  and  Draft  report,  p.$:  We  question 
tha  eitad  'potential*  onatlaa  aonetary  benefit  ($101.4 
Billion)  that  could  be  realised  by  the  cancellation  of  all 
Interagency  ordera  at  TVA  that  have  not  been  placed  'on 
contract*.  Be  feel  that  this  figure  la  Inflated,  unrealiatlc 
end  alaleading. 

Ivan  if  all  such  interagency  orders  were  to  be  canceled 
(and  that  la  highly  unlikely),  aany  of  theae  requlreaents 
would  still  exist  and  will  need  to  be  satisfied  by  proper 
procedures.  These  actions  will  have  a  cost,  and  likely  a 
higher  cost,  to  DoD  than  tha  orders  foregone  at  TVA,  even 
considering  their  'broker*  fee  or  other  charges.  Although  we 
aay  have  'aavad*  son*  FT  $1  funds  (which  would  then  be  lost 
to  DoD),  we  will  still  have  to  pay  in  rr 92  and  beyond  for  the 
saae  work.  If  tha  funds  for  the  canceled  requirements  are 
not  aspiring  appropriations,  then  they  will  be  used  perhaps 
in  direct  contracting  by  the  agencies  Involved.  At  best,  the 
Boat  that  could  be  considered  'saved*  would  be  the  equivalent 
of  TVA' a  charges  for  processing  the  transaction.  Again, 
however,  DoD  aay  end  up  paying  aore  to  get  the  work  done  than 
if  they  had  continued  with  TVA. 

In  addition,  a  strict  reading  of  the  Iconoay  Act 
language  would  appear  to  allow  TVA  to  clala  that  they  (TVA) 
had  begun  effort  on  the  orders,  even  if  they  were  not  placed 
*on  contract*  before  the  funds  allegedly  expired.  In  that 
case,  they  could  charge  the  canceling  agency  for  all  costa 
incurred  by  TVA  in  prosecuting  in  good  faith  the  duly 
accepted  Hllitary  Interdeps rtaental  Purchase  bequests 
(Hires) . 

A  aore  reasonable  approach  to  speculating  on  aonetary 
benefits  asaociated  with  the  audit  recoaaendations  would  be 
to  estlaate  the  delta  between  what  it  would  have  cost  DoD 
activities  to  perfora  direct  contracting  for  these 
requirements  and  what  it  was  going  to  coat  at  TVA  (e. g., 

9104. 4  Billion  x  the  10k  TVA  fee;  or  $10.9  Billion).  It  is, 
after  all,  just  as  likely  that  the  aoneys  transferred  to  TVA 
would  have  gone  to  aeet  other  needs  if  the  TVA  'vehicle*  was 
unavailable,  as  it  is  to  assuae  that  the  aoney  would  have 
been  excess,  and  returned  to  the  Treasury. 

II.  The  Draft  beport  (on  p.7)  states:  *Whlle  letters  of 
Intent  have  been  found  to  constitute  legally  enforceable 
agreeaents,  such  docuaenta  are  only  valid  if  issued  prior  ta 
the  end  of  the  fiscal  year.*  (eaphasia  added)  It  is  the 
understanding  of  the  Aray,  based  upon  previous  discussions  of 
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this  issue  with  th#  XC  Audit  Managers,  that  the  DoD 
Comptroller  deMurred  when  asked  to  issue  a  binding  ruling  on 
the  issue  of  the  visbility  of  expiring  funds  furnished  to  TVA 
on  reiabursable  orders  vis  HI PR.  in  sddltlon,  tbs  guidance 
in  the  DoD  Accounting  Manual  (DoD  7220. 9-H)  relating  to 
reimbursable  orders  variss  somewhat  from  the  treetment  of 
direct-cite  orders,  as  regards  the  continuing  viability  of 
funds  provided.  Therefore,  the  matter  of  validity  of  the 
TVA-issued  letters  of  intent  is  not  as  clear  as  the  report 
would  indicate.  Certainly  TVA  must  have  a  voice  in  this 
conclusion,  as  they  will  be  the  agency  with  ultimate 
contractual  liability. 

The  burden  of  complying  with  the  Economy  Act 
requirements,  once  funds  have  been  transferred  and  the  task 
accepted,  is  with  the  receiving  agency  (in  this  case  TVA). 

It  would  be  presumptuous  at  best  for  Defense  agencies  to 
unilaterally  determine  that  the  funds  provided  and  accepted 
(and  in  many  cases  disbursed  to  TVA)  had  expired  before  TVA 
could  place  them  on  contract  (as  they  normally  would  under 
their  Technology  Brokering  Program). 

III.  The  Draft  Report  (on  pp.7t6)  further  states  that: 
*ror  these  purposes,  valid  obligations  can  only  be  Incurred 
after  a  contract  has  been  established.  Dntll  a  contract  is 
issued  bv  TVA.  a  binding  obligation  of  DoD  funds  has  mot 
occurred.*  (emphasis  added)  As  stated  above,  this  is  an 
issue  that  cannot  properly  be  determined  unilaterally  by  DoD, 
since  the  agency  with  poat-acceptance  Economy  Act  compliance 
responsibility  is  TVA. 

IV.  Draft  Report  (p.8)  states:  *Also,  those  work  orders 
using  expiring  funds  where  TVA  has  Issued  letters  of  intent 
after  September  30,  1991,  should  slso  be  terminated  and 
funded  with  current  year  funds.*  As  stated  above,  the 
determination  of  the  continued  viability  of  funds  provided 
to,  and  accepted  by,  .  TVA  under  the  auspices  of  the  Economy 
Act  must  be  made  by  TVA,  particularly  in  the  case  of  existing 
letters  of  Intent,  whereby  TVA  has  ostensibly  Incurred 
contractual  (pecuniary)  liability. 

V.  Based  on  the  foregoing,  and  upon  advice  of  Counsel, 
we  recommend  deletion  of  the  following  sentences  on  p.8  of 
the  Draft  Report: 

( "until  a  contract  is  Issued  by  TVA,  a  binding 
obligation  of  DoD  funds  has  not  occurred.*) 

( "All  DoD  interagency  orders  issued  to  TVA  using 
expiring  PY  1991  funds  that  have  not  been  placed  on  contracts 
by  tva  should  be  deobllgated  in  accordance  with  the  Act.]" 
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It  Is  further  ncsuindtd  that  the  following 
recoaaendation  on  p.t  be  ravlaed  ei  ehown  below: 

['All  expiring  n  1911  fund*  treneferred  to  TVA  under 
DoD  interagency  ordara  that  hawa  not  been  placed  on  contract 
ahould  be  deobligated  in  accordance  with  the  Act.* I  change  to 
read: 
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THE  ASSISTANT  SECRETARY  OF  THE  NAVY 
(Rcuiren  Developmeni  ana  Acquintion) 
WASHINGTON.  D  C  20350-1000 

JAN  2  2  1992 


MEMORANDUM  FOR  THE  DEPARTMENT  OP  DEFENSE  ASSISTANT  INSPECTOR 
GENERAL  FOR  AUDITING 

Sub j :  DRAFT  QUICK-REACTION  REPORT  ON  DOD  PROCUREMENTS  THROUGH 
THE  TENNESSEE  VALLEY  AUTHORITY 
(PROJECT  NO.  2CH-5003 . 01) 

R«f:  (a)  DODIG  Memo  of  IS  December  1991 

Enel:  (1)  DON  Response  to  Draft  Qulck-Raaetion  Raport 

I  aa  responding  to  the  draft  quick-reaction  raport  forwarded 
by  reference  (a)  concerning  procurements  through  the  Tennessee 
Valley  Authority. 

The  Department  of  the  Navy  response  is  provided  at  enclosure 
(1).  Ne  generally  agree  with  the  draft  quick-reaction  report 
findings  and  recommendations.  As  outlined  in  the  enclosed  com¬ 
ments,  the  Department  has  taken,  or  is  planning  to  take  specific 
actions  to  ensure  adequate  management  controls  of  similar 
procurements  in  the  future. 


Cann 


Copy  to  : 
NAVINSGEN 
MAVCOMPT  (NCB-53) 
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Department  of  tha  Navy  Response 
to 

OODIC  Draft  Report  of  December  It,  1991 


on 

DOD  Procurements  through  tha  Tannaaaaa  Valley  Authority 
Project  2CB-500J.01 


Recommendations  for  Corractlva  Action 

1.  Na  recommend  that  tha  Director,  Defanaa  Raaaarch  and 
Engineering;  Service  Acgulaition  Executives;  and  tha  Director, 
Defense  Logistics  Agency: 

Recommendation  l.a; 

a.  Cancel  all  interagency  ordera  to  tha  Tennessee  Valley 
Authority  listed  in  Enclosure  2  that  have  not  been  placed  on 
contract  or  that  have  letters  of  commitment  to  contractors  but 
where  no  costa  vara  incurred. 

DOW  Position: 

Concur  in  principle.  The  Havy  will  cancel  all  of  the  Enclosure  2 
orders  which  can  be  canceled.  If  appropriate,  they  nay  be 
reissued  citing  proper  funding  and  seating  other  legal  and 
regulatory  requlreaents. 

Recommendation  l.p: 

b.  Detersine  the  appropriateness  of  terminating  or  reducing 
interagency  orders  where  the  Tennessee  Valley  Authority  has  only 
lseued  letters  of  couitaent  to  contractors  and  ensure  proper 
funding  is  used  on  any  contracts  that  are  awarded. 

BOH  Posit lgfl: 

Concur.  Orders  will  be  exaained  on  a  case  by  case  basis. 
Unauthorized  orders  and  those  citing  inappropriate  funds  will  be 
terminated,  reduced,  or  ratified  with  proper  funding  as 
appropriata. 

Bscoma cndatlan  lug; 

c.  Prohibit  placasent  of  requests  for  supplemental  work 
under  existing  interagency  agreements  if  not  properly  approved  by 
a  DoD  contracting  officer. 
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DOM  fgiltlgn; 

Concur.  No  have  previously  issued  guidance  minding  Navy 
activities  of  the  legal  and  regulatory  requirements  for 
contracting  officer  approval  of  Keonoay  Act  orders.  It  is 
clearly  necessary  to  reissue  this  guidance  as  soon  as 
practicable,  but  not  later  than  10  February  92. 

Become ndatlon  l.d: 

d.  Initiate  disciplinary  action  against  program  officials 
who  exceeded  their  authority  by  placing  interagency  orders  with 
the  Tennessee  Valley  Authority. 

POM . Petition : 

Concur  in  principle.  Abuse  of  interagency  acquisition  to 
obligate  expiring  funds  or  obtain  services  of  favored  contractors 
should  result  in  disciplinary  action,  and  Comanders  of  Navy 
activities  Involved  will  be  directed  to  take  such  action  where 
appropriate.  However,  the  failure  to  obtain  contracting  officer 
approval  of  such  acquisition,  while  regrettable,  my  not  in 
itself  warrant  disciplinary  action.  Improved  procedures  and 
better  training  my  be  sore  appropriate  reeedies. 

Recomendatlon  l.e: 

e.  Discontinue  the  use  of  Nilitary  Interdepartmental 
Purchase  Requests  (DD  Pore  448)  and  similar  form  to  order  goods 
and  services  from  other  Federal  agencies  and  develop  a  form  that 
includes  a  section  to  be  completed  by  a  contracting  officer  to 
document  compliance  with  the  Federal  Acquisition  Regulation  and 
the  Defense  Federal  Acquisition  Regulation  Supplement. 

POM  Petition: 

Concur.  If  practicable,  acquisitions  utilizing  this  new  DoD  fora 
should  be  recorded  in  the  DD  350  Reporting  System. 
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DEPARTMENT  OF  THE  AIR  FORCE 

WASHINGTON  DC  20390-1000 


" - —  19  JAN  B32 

MEMORANDUM  FOR  ASSISTANT  INSPECTOR  GENERAL 
FOR  AUDITING 

OFFICE  OF  THE  INSPECTOR  GENERAL 
DEPARTMENT  OF  DEFENSE 

SUBJECT;  DoDJG  Drift  Quick-Reaction  Report  on  DoD  Procurements 
through  the  Tennessee  Valley  Authority,  December  18, 1991 
(Project  No.  2CH-5003.01) 

-  INFORMATION  MEMORANDUM 

You  requested  Air  Force  Acquisition  Executive  (AFAE)  comments 
on  the  findings  and  recommendations  made  in  the  subject  report. 

We  concur  with  your  findings  that  the  Military  Interdepartmental 
Purchase  Requests  (MIPRs)  cited  in  this  case  were  not  appropriately  used  in 
all  cases,  and  are  taking  actions  to  eliminate  the  use  of  interagency 
agreements  by  unauthorized  program  officials. 

We  have  added  a  section  (part  5,  section  J,  Use  of  Interagency 
Agreements)  to  the  draft  of  Air  Force  supplement  1/DoDI  5000.2 
Acquisition  Management  Policy  and  Procedures,  which  directs  that  Air 
Force  ordering  offices  shall  follow  procedures  in  FAR  17.504  and  obtain 
contracting  officer  determination  as  specified  in  the  FAR. 

We  concur  in  your  finding  that  compliance  with  existing  policy  has 
been  less  than  satisfactory  and  that  management  controls  require  additional 
emphasis.  In  response  to  previous  audits,  we  issued  the  following  guidance; 

HQ  USAF/SC  Itr  dtd  4  Nov  88,  Policy  on  Use  of  Dept  of  Energy 
Interagency  Agreements;  HQ  USAF/SC,  In  dtd  30  Jan  89,  Policy  on  Use  of 
DOE  Interagency  agreements;  HQ/LEEV  ltr  dtd  1  Dec  89,  Task  Orders 
Through  The  Department  of  Energy.  Based  on  the  continuing  problems 
found  in  this  draft  report,  we  also  intend  to  insert  additional  coverage  in  the 
AF  FAR  supplement  in  the  near  future.  Further,  we  support  a 
recommendation  that  steps  be  taken  by  the  Defense  Finance  and  Accounting 
Service  (DFAS)  to  redesign  the  MIPR  (DD  Form  448)  so  that  mandatory 
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review  by  the  appropriate  contracting  authority  can  occur  to  assure 
compliance  with  the  Federal  Acquisition  Regulation  and  the  Defense  Federal 
Acquisidon  Regulation  Supplement. 

We  do  not  agree  that  the  savings  of  SI 06.4  million  cited  in  the  report 
are  correct.  At  least  some  of  the  cancelled  interagency  orders  represent  bona 
fide  requirements  which  will  be  reprocured  using  other  contracting  methods. 
As  a  result  of  the  cancellation  of  interagency  orders  with  bona  fide 
requirements,  those  elements  would  have  to  obtain  new  funding  for  the  basic 
requirement,  incur  additional  costs  for  reprocurement,  and  incur  substantial 
delays  in  delivery.  We  do  not  believe  such  action  would  be  in  the  best 
interests  of  the  Government. 

Regarding  proposed  corrective  actions  (a)  and  (b),  we  suggest  that  all 
the  requirements  be  reviewed  prior  to  cancelling  the  interagency  orders. 
Further,  we  believe  that  only  those  orders  that  would  not  have  been 
approved  had  proper  procedures  been  followed  should  be  cancelled.  The 
reprocurement  cost  of  these  items  could  greatly  outweigh  the  value  of  any 
cost  savings  identified  in  this  report. 

Finally,  in  response  to  item  (d),  all  transactions  will  be  reviewed,  and 
appropriate  administrative/disciplinary  actions  will  be  taken  as  needed 
consistent  with  appropriate  personnel  policies,  procedures,  and  legal 
considerations. 
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DEFENSE  LOGISTICS  AGENCY 
HCAOOUAHTCM 
CAMERON  ITATtON 
ALEXANDRIA,  VIRGINIA  UXM-SIOO 


DLA-CI 


1 3  jan  m 


MEMORANDUM  FOR  ASSISTANT  INSPECTOR  OENERAL  FOR  AUDITING, 
DEPARTMENT  OF  DEFENSE 


Draft  Qui ck - React  1  on  Report  on  DoD  Procurements  Through 
the  Tennessee  Valley  Authority  (Project  No.  2CH-5003.01) 


Thl*  it  in  reipome  to  your  18  Dec  Cl  Memorandum  requeeting  our 
comment*  pertaining  to  the  subject  draft  report.  The  attached 
position!  have  been  approved  by  Ms.  Helen  T.  McCoy.  Deputy 
Comptroller.  Defense  Logistic*  Agency. 


6  Enel 


,  it-'  f'  — 

AlACqjJELINE  G.  BRYANT 
•Chief,  Internal  Review  Division 
Office  of  Comptroller 
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TYPE  OF  REPORT:  AUDIT  DATE  OF  POSITION:  10  Jan  92 

PURPOSE  OF  I  If  PUT  :  INITIAL  POSITION 

AUDIT  TITLE  AND  NO:  Draft  ftulek-Reaetlon  Report  on  DoD  Procurement*  Through 
the  Tennessee  Vail  ay  Authority  (TVA) 

(Pro jact  No.  2CH-5003.01) 

FINDING: 

a.  A  total  of  186  intaragancy  order*.  valued  at  8106.5  Million  were 
aant  to  TVA  in  Auguat  and  Saptaabar  1991.  Thara  aara  175  ordara  valuad  at 
8104.8  Billion  that  involved  tranaferred  funda  due  to  expire  in  FY  1991. 
Internal  control  proceduraa  and  practieaa  did  not  preclude  program  official* 
from  obtaining  the  funding  required  to  iaaua  the  intaragancy  ordara  or 
preclude  accounting  and  finance  office*  from  tranafarring  funda  to  TVA  on 
ordara  that  vara  not  properly  authorized. 

b.  Internal  Controls.  The  audit  determined  that  internal  accounting 
and  administrative  controls  either  did  not  exist  or  vara  inadequate  to 
preclude  unauthorized  issuance  of  interagency  order*  and  to  preclude 
payments  on  interagency  orders  that  were  not  approved  by  DoD  contracting 
officers.  We  consider  these  internal  control  weaknesses  to  be  material. 

DLA  COMMENTS.  Partially  concur.  Based  on  the  misuse  of  interagency 
agreements  with  the  Library  of  Congress  and  the  Department  of  Energy . 

Defense  Logistics  Agency  (DLA)  issued  a  policy  letter  dated  26  September 
1990  which  established  internal  controls  on  the  use  of  non-DoD  agencies 
under  the  Economy  Act  (copy  attached).  The  letter  did  not  specifically 
cover  use  of  another  DoD  Component’s  agreement.  We  will  amend  the  policy 
specifying  the  need  for  review  and  approval  when  using  other  DoD  Component's 
agreement.  We  agree  that  request  for  support  from  a  civil  agency  should  be 
justified  end  approved  by  a  contracting  officer  or  a  delegated  official 
serving  in  the  best  interest  of  the  Government. 

We  do  not  agree  that  the  weakness  is  matsnal  considering  the  condition 
under  which  DLA  got  involved  with  the  Tennessee  Valley  Authority  (TVA).  The 
Air  Force  (AF)  requested  us  to  fund  a  statutorily  required  action  for 
obtaining  •  fire  protection  certification  of  a  building  in  Kelly  Air  Force 
Base  (AFB)  used  to  store  flammable  liquids.  As  a  tenant  and  under  the 
Interagency  Support  Agreement  between  Kelly  AFB  and  DLA  Defense 
Reut i 1 izat i on  and  Marketing  Service  (DRMS).  DLA  was  obligated  to  fund  the 
action  taken. 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES: 

(  )  Nonconcur.  (Rationale  must  be  documented  and  maintained  with 
your  copy  of  the  response.) 

(x)  Concur:  however,  ereakness  is  not  considered  material.  (Rationale 
mutt  be  documented  and  maintained  with  your  copy  of  the 
response . ) 

(  )  Concur:  eteaknest  is  material  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Assurance . 

ACTION  OFFICER:  Frank  Bokowski.  DLA-LR .  x46295.  10  Jan  92 

PSE  REVI EW/ APPROVAL :  Roger  C.  Roy.  Assistant  Director.  Office  of  Policy  A 

Plans  (DLA-L) .  X46271,  10  Jan  92 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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DLA-L 


DEFENSE  LOGISTICS  AGENCY 
MCAOQUAKTCftl 
CAMCRON  STATION 
AlCKANDftlA.  VIRGINIA  JiX>4-*IQ0 


1 1  Sep  in 


(a 


A 

nm 


V 

N\ 


— / 


SUBJECT:  Us*  of  Interagency  Agreements  with  Federal  A|*ncl*s 


TO:  Commander*  of  DLA  Primary  Level  Field  Activities 

Hssds  of  HQ  DLA  Principal  Staff  Elements 


1.  B*c*ntly,  th*  DoD  Inspector  Oenerel  issued  two  reports 
stetlnf  thst  DoD  component*  Bloused  lntera|eney  a|r*ewents  with 
the  Library  of  Congress  and  the  Departaent  of  Energy  to  obtain 
contractor  support  by  not  fulfilling  the  required  authority  and 
justification  documentation  by  the  Federal  Acquisition  Begulatlon 
(FAB)  and  th*  Defense  Federal  Acquisition  Begulatlon  Supplement 
(DFABS) .  Although  DLA  la  net  specifically  elted  in  either 
report,  Internal  controls  are  required  to  preclude  improper  use 
of  interagency  agreements  (hereafter  referred  to  as  agreements) 
to  circumvent  statutory  and  regulatory  (FAB/DFABS)'  procedures , 
such  as  bypassing  the  Competition  in  Contracting  Act  of  1DB4  or 
avoiding  th*  necessity  for  advanced  procurement  planning  to 
accomodate  normal  procurement  lead  tia*. 

2.  Several  agreements  for  support  services  have  been  made  with 
civil  agencies  by  certain  elements  of  DLA.  The  Economy  Act  of 
1032  applies  to  th*  interagency  acquisition  of  services  required 
under  these  agreements  whereby  the  services  are  to  be  provided  by 
contractors  through  th*  servicing  ageney  in  accordance  with 
FABS/DFABS  Subpart  17. 5.  Prior  to  signing  any  agreement  through 
which  th*  servicing  agency  will  provide  support  by  means  of 
servicing  agency  resources  and/or  a  contractor,  a  determination 
must  be  mad*  that  th*  agreement  is  in  th*  'best  interest  of  the 
Qovernment.*  To  establish  necessary  eontrols,  each  acquisition 
mad*  under  th*  agreement  stands  alone  and  must  be  certified  by  an 
official  designated  by  th*  Director  that  all  requirements  of  the 
Economy  Act.  th*  FAB,  th*  DFABS  or  any  other  governing  rule  are 
met.  For  proposed  agreements  and  each  acquisition  to  be  obtained 
thereunder  originating  within  DLA,  th*  designated  official  for 
th*  Director  la  th*  Assistant  Director,  Polley  and  Plan*  (DLA-L). 

3.  When  contractor  support  is  to  be  acquired  under  an  agreement, 
there  is  an  additional  rsqulresMnt  under  DoD  Directive  4309.3, 

DoD  Contracted  Advisory  and  Assistance  Services  (CAAS) ,  for  the 
requiring  component  to  cosily  with  management  controls/proeedures 
and  account  for  th*  fund*  attributed  to  those  services  which 
involve  CAAS  category  tasks.  Thus,  each  proposed  interageney 
acquisition  for  services  must  be  in  compliance  with  th*  manage¬ 
ment  controls  and  preparation  responsibl 1 1  ties  set  forth  in  FAB 
Sections  37.209  and  37.209.  DLAB  9010.3,  DLA  CAAS,  assigns  DLA-L 
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DLA-L  PAGE  3 

SUBJECT:  Use  of  Interagency  Agreements  with  Federal  Agencies 


responsibility  for  CAAS  approval  to  Policy  and  Plan*  or  tha 
Director/Deputy  Directors,  DLA,  where  applieabla.  In  ordar 
to  fulfill  this  raapona ibi  1 1  ty ,  all  purehaaa  requests  for 
services  propoaad  for  acquisition  undor  an  agreement  ara  to 
ba  submitted  to  DLA*L  for  determination  of  CAAS  applicability. 
Where  it  la  found  that  propoaad  acquisitions  ara  for  CAAS 
aarvicaa  to  ba  provldad  undar  contract  through  an  agreement 
with  a  aarvieing  agancy,  Policy  and  Plana  Bill  obtain  tha  CAAS 
approval (a)  roqulrad  undar  ragulatory  guldallnaa.  Tha  approval 
documents  ara  to  accompany  tha  purehaaa  raquaat  transmitted  to 
tha  aarvieing  agancy  contracting  activity. 

4.  As  of  the  data  of  this  latter,  future  agreements  with  Federal 
Ag  ancles  ara  to  ba  coordinated  with  and  approved/algned  by  tha 
Assistant  Director,  Policy  and  Plana.  Additional  review  by  other 
Principal  Staff  Elements,  such  aa  tha  Comptroller,  tha  Counsel, 
and  Contracting,  may  ba  required.  Certification  will  ba 
obtained,  whara  naeasaary,  to  ensure  tha  agreement's  contents 

ara  sound  on  a  business .  legal,  and  financial  basis,  that  they 
provide  for  affective  contract  administration  and  reporting, 
and  that  they  ara  otherwise  in  tha  government's  host  interest. 
Further,  tha  Comptroller  will  ansura  that  no  funds  ara  trans- 
farrad  to  tha  servicing  agancy  until  all  required  certifications 
and  approvals  ara  accomplished.  These  procedures  also  apply  to 
each  requirement  for  services  to  ba  ordered  undar  an  agreement 
onca  in  place.  Tha  policy  is  net  to  discourage  agreements  where 
it  is  in  the  Government's  best  interest  to  do  so,  but  to  ensure 
all  regulatory  guidelines  are  complied  with  and  that  the 
agreement  is  properly  prepared.  Justified,  and  approved. 

5.  The  point  of  contact  is  Frank  Bokowski ,  DLA-LR,  AT  284-62B5. 

CHARLES  MeCACSLAHD 

Lieutenant  General.  OSAF 

Director 
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DtLZOATION  or  AUTHORITY  FO*  IHTEKAOIVCY 
ACQUISITIONS  MACE  UNDEI  THE  ECONOMY  ACT  Of  1033 


Wherein  Subpart  1T.S  of  tbo  Federal  Acquisition  Regulation 
and  tbo  000  Federal  Acquisition  Regulation  Suppleaent  provide* 
for  the  head  of  the  requesting  agency  to  delegate  authority  to 
make  the  deternlnation  that  the  Oevernaent's  best  Interest  is 
served  through  an  interagency  acquisition.  X  hereby  dolsgato 
such  authority  for  interagency  acquisition*  by  the  Defame 
Logistics  Agency  to  the  Assistant  Director,  Office  of  Policy 
and  Plan*. 

CHARLES  McCAUSLAHD 
Lieutenant  Oonoral ,  USAF 
Director 

Defense  Logistics  Agency 
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TTPE  OF  BEFOBT :  *00 IT  DATE  OF  POSITION  10  Jan  92 

P0BP0SE  OF  JIPOT:  IIITIA L  POSITION 

AOOIT  TITLE  ABO  10;  0 raft  Oulck-Beactlon  Beport  on  OoD  Procurement a  Through 

the  Tenneaaee  Valley  Authority 
(Project  Be.  2CH-S003.01) 

BECOMMENDATIOf  I. a:  Me  recommend  that  tha  Dlroctor,  Defenae  Baaaarch  and 
Engineering;  Sarviea  Aequiaitlen  Executive!;  and  tha  Olraetor.  Oafanao 
Logiatice  A|ancy  (OLA)  .  eaneal  all  interagency  ordara  to  tha  Tannaaaaa 
Vallay  Authority  llatad  in  Encleaura  2  In  tha  report  that  kava  not  boon 
placed  on  contract  or  that  hava  lattara  of  eoaai  taant  to  contractora  but 
where  no  coata  were  incurred. 

OLA  COMMENTS:  Pot  applicable.  On  advice  of  Kelly  APB.  OAKS  under  OLA 
placed  an  order  a|alnat  an  exiatlng  AF  contract  with  TVA  to  provide  aarvica 
required  to  obtain  a  Texae  rational  Fire  Protection  Aaaociation  (VFPA) 
certification  for  a  building  ueed  to  atore  f  laamabl  e/coBhua  1 1  pie  llquida. 

Tha  work  wax  completed  In  Septeaber  IPS!  and  the  certification  waa  obtained. 
There  la  no  outatanding  OLA  order!  with  the  TVA. 

DISPOSITION 

(  1  Action  la  ongoing.  Eatiaated  Coapletion  Data: 

(x)  Action  la  conaidered  coaplete. 

I NTEBNAL  MANAGEMENT  COVTBOL  WEAKNESSES  : 

(x)  flonconcur.  (Bationale  auat  be  docuaented  and  maintained  with 
your  copy  of  the  reaponae.) 

(  J  Concur;  however,  weakneaa  i a  not  conaidered  material.  (Bationale 
auet  be  docuaented  and  maintained  with  your  eopy  of  the 
reaponae . 1 

I  )  Concur:  weakneaa  la  aaterial  and  will  be  reported  in  the  OLA 
Annual  Stateaent  of  Aaaurance. 

ACTION  OFF I  CEB :  Frank  Bokoweki.  OLA 'LB  .  X462SS.  10  Jan  92 
PSE  BEVIEW/APPBOVAL:  Boger  C.  Bey,  Aaaiatant  Director.  Office  of  Policy  A 
Plana  (DLA-L) .  x«8271 .  10  Jan  92 

OLA  APPBOVAL :  Helen  T.  McCoy,  Deputy  Ceaptroller 
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MANAGEMENT  COMMENTS:  DEFENSE  LOGISTICS  AGENCY  (Cont'd) 


TYPE  OF  REPORT :  AUDIT  DATE  OF  POSITION:  10  J*n  02 

PURPOSE  OF  INPUT:  INITIAL  POSITION 

AUDIT  TITLE  AND  NO:  Draft  Qu  1  ek  -  Rate  t  j  on  Report  on  DoD  PrccuriMnti  Through 
the  Tanneaaee  Valley  Authority 
(Projoet  No.  2CH-5003.01) 

RECOMMENDATION  l.b:  Wo  recommend  that  tho  Director.  Dofenao  Roaaarch  and 
Engineering;  Sorvica  Aequiaition  Exacutivaa:  and  tho  Director,  Defenae 
Logiatica  Agency,  determine  the  appropn ateneaa  of  terminating  or  reducing 
interagency  ordera  where  the  Tenneaaee  Talley  Authority  haa  only  laaued 
lettera  of  commitment  to  eontractora  and  enaure  proper  funding  la  uaed  on 
any  contraeta  that  are  awarded. 

DLA  COMMENTS:  Not  applicable.  See  Recemmendat i on  l.a. 

DISPOSITION: 

(  )  Action  la  ongoing.  Eatimated  Completion  Date: 

< x )  Action  la  conaidered  complete. 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES: 

(x)  Nonconcur.  (Rationale  muat  be  documented  and  maintained  with 
your  copy  of  the  reaponae.) 

(  )  Concur:  however,  weakneaa  la  not  conaidered  wtenal.  (Rationale 
muat  be  documented  and  maintained  with  your  copy  of  the 
reaponae . ) 

(  )  Concur;  weakneaa  ix  material  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Auurance. 

ACTION  OFFICER:  Frank  Bokowaki .  DLA-LR.  X48295.  10  Jan  92 

PSE  REVIEW/ APPROVAL :  Roger  C.  Roy.  Aaaiatant  Director.  Office  of  Policy  A 
Plana  (DLA-L)  .  x«8271.  10  Jan  92 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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MANAGEMENT  COMMENTS:  DEFENSE  LOGISTICS  AGENCY  ( Con t ' d ) 


TYPE  OP  REPORT.  AUDIT  DATE  OF  POSITION:  10  Ja n  92 

PURPOSE  OP  INPUT.  INITIAL  POSITION 

AUDIT  TITLE  AND  NO.  Dr»ft  Quiek-Raaction  Raport  on  DoD  Proeuramanta  Through 
tha  Tannaaaaa  Vallay  Authority 
(Projaet  No.  2CH-S003.011 

RECOMMENDATION  1 . e :  IN  racomand  that  tho  Dlroctor.  Dafanaa  Roaaareh  and 
Enginaaring,  Sarviea  Acquiaitien  Exacutivaa:  and  tho  Diraetor.  Dafanaa 
Lo| i a t i ca  A|aney,  prohibit  placaaant  of  raquaata  for  aupplamantal  work  undar 
axiating  mtaragancy  agraamanta  if  not  proparly  approvad  by  a  DoD 
contracting  offiear. 

DLA  COMMENTS:  Concur.  Wa  will  amand  our  policy  datad  26  Saptambar  1900 
rainforcing  tha  raquiramant  for  approval  of  mtaragancy  agraamanta  and 
ordara  for  contract  aupport.  Wa  will  apaeify  that  tha  uaa  of  anothar  DoD 
cooiponant'a  agraamant  raquiraa  eomplianca  with  tha  Fadaral  Acquiaitlon 
Rag u 1  a 1 1 on  and  approval  of  funda  tranafar.  Wa  will  codify  tha  DLA  policy 

lattar  and  raviaion  into  a  DLA  rafuiation  Raaic  policy  la  in  placa.  Wa 

will  awphaaiza  and  monitor  eomplianea 

DISPOSITION. 

(*)  Action  la  ongoing  Eatimatad  CeaiFlation  Data:  30  Jun  92 
(  )  Action  ia  conaidarad  complata. 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES 

(  )  Nonconcur.  (Rationala  muat  ba  decumantad  and  ataintainad  with 
your  copy  of  tha  raapsnaa  ) 

(x)  Concur,  howavar.  waaknaaa  i a  not  conaidarad  matanal.  (Rationala 
muat  ba  documantad  and  maintainad  with  you r  copy  of  tha 
raaponaa . ) 

(  i  Concur:  waaknaaa  ia  matanal  and  will  ba  raporiad  m  tha  DLA 
Annual  Statamant  of  Aa auranca 

ACTION  OFFICER  Frank  Bekewaki.  DLA- LR .  X46295,  10  Jan  92 

PSE  REVIEW/ APPROVAL :  Rogar  C  Roy.  Aaaiatant  Diraetor.  Offica  of  Policy  1 
Plana  (DLA-L) .  x4627l.  10  Jan  92 

DLA  APPROVAL  Halan  T-  McCoy.  Daputy  Coaptrollar 
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MANAGEMENT  COMMENTS:  DEFENSE  LOGISTICS  AGENCY  (Cont'd) 


TYPE  OF  REPOST :  AUDIT  DATE  OF  POSITION:  10  Jan  82 

PURPOSE  OF  INPUT:  INITIAL  POSITION 

AUDIT  TITLE  AID  VO:  Draft  Qul ek - Reae t i on  Report  on  DoD  Procurement*  Through 
the  Tenneeeee  Telley  Authority 
(Project  lo.  2CH-5003.01) 

RECOMKEHDATIOV  l.e:  We  recommend  that  the  Director,  Defence  Reaeerch  end 
Engineering;  Service  Acquisition  Executive*:  end  the  Director,  Defenae 
Logiatic*  Agency,  dlacontinue  the  uae  of  Military  Interdepartmental  Purchaae 
Request*  (DD  Form  44>)  and  aimilar  forma  to  order  good*  and  aervicea  from 
other  Federal  agenda*  and  develop  a  form  that  include*  a  aection  to  be 
completed  by  a  contracting  officer  to  document  compliance  with  the  Federal 
Acquisition  Regulation  and  the  Defenae  Federal  Acquisition  Regulation 
Supplement . 

DLA  COMMENTS.  Nonconcur.  A*  opposed  to  eliminating  Military 
Interdepartmental  Purchase  Request.  DoD  should  initiate  action  to  clarify 
its  use  and  approval  process  for  interagency  procurements  in  the  Finance  and 
Accounting  Manual  and  other  pertinent  regulation*. 

DISPOSITION: 

(  )  Action  is  ongoing.  Estimated  Completion  Date: 

(x)  Action  is  considered  complete. 

INTERNAL  MANAOEMENT  CONTROL  WEAKNESSES: 

(x)  Nonconcur.  (Rationale  must  be  documented  and  maintained  with 
your  copy  of  the  response.) 

(  )  Concur:  however,  weakness  is  not  considered  material.  (Rationale 
must  be  documented  and  maintained  with  your  copy  of  the 
response . ) 

(  )  Concur:  weakness  is  material  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Assurance. 

ACTION  OFFICER;  Carl  Kerby .  DLA-CXF,  X48221,  30  Dec  81 
PSE  REVI EW/ APPROVAL :  Linda  Walker.  Chief.  Financial  Systems  A  Control 
Division  (DLA-CX) .  X48221.  30  Dec  81 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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MANAGEMENT  COMMENTS:  DEFENSE  LOGISTICS  AGENCY  (Cont'd) 


TYPE  OF  REPORT :  AUDIT  DATE  OF  POSITION:  10  Jen  02 

PURPOSE  OF  INPUT.  INITIAL  POSITION 

AUDIT  TITLE  AND  00:  Draft  Oul ek -React ten  Report  on  DoD  Procurements  Through 
tbo  Tennessee  Valley  Authority 
(Project  Oo.  2CH-S003.01) 

RECOMMEND AT I 00  1.0:  Vo  recommend  that  tho  Director.  Dofonao  Roaaorch  and 
Engineering:  Service  Acquisition  Executives;  and  the  Director.  Dafonaa 
Lo(latica  Agency.  initiate  disciplinary  action  a|einat  pro(r««  official*  who 
exceeded  their  authority  by  placing  intera|ency  orders  with  tho  Tonnossoa 
Valley  Authority. 

DLA  COMMENTS :  Nonconcur.  DRMS  acted  on  the  advice  of  Kelly  APB  to  fund  an 
order  against  an  existing  AF  contract  with  TVA.  Tbs  prograa  officials  acted 
in  a  prudent  aanner  to  obtain  the  required  certification  for  the  building 
within  the  required  tiae  frasM. 

DISPOSITION. 

I  )  Action  la  ongoing.  Estinated  Completion  Date: 

(x!  Action  is  considered  conplete. 

INTERNAL  MANAOEMENT  CONTROL  WEAKNESSES: 

(x!  Nonconcur.  (Rationale  auat  be  documented  and  maintained  with 
your  copy  of  the  response.) 

(  )  Concur;  however,  weakness  is  not  considered  arterial.  (Rationale 
must  be  documented  and  siaintained  with  your  copy  of  the 
responee . ) 

(  )  Concur,  weakness  is  siatenal  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Assurance . 

ACTION  OFFICER:  Frank  Bokoweki,  DLA-LR.  X462P3,  10  Jan  P2 

PSE  RE VI EW/ APPROVAL  Roger  C.  Roy.  Assistant  Director.  Office  of  Policy  A 
Plans  (DLA-L) .  x«6271.  10  Jan  92 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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